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ABSTRACT 

School districts nationwide are experimenting with a 
range of reform options, one of which is private management of public 
schools. This General Accounting Office (GAO) report describes the 
early experiences of four school districts that contracted with 
private companies for management of their public schools. 

Specifically, the report describes: (1) what the private companies 
and school districts were required to do under the contracts; (2) 
what happened in the school districts as the contracts were being 
implemented; and (3) the impact of private-management efforts on 
students. *^he GAO visited the four school districts — Baltimore City 
Public School District (Baltimore, Maryland); Dade County Public 
Schools (Dade County, Florida); Hartford School District (Hartford, 
Connecticut); and Minneapolis School District (Minneapolis, 

Minnesota) — that had contracts with private, for-profit companies in 
school year 1994-95. The private companies were Education 
Alternatives, Inc. (EAI) , and Public Strategies Group (PSG) . GAO also 
reviewed the contracts and the reported school operating expenses and 
analyzed student-outcome data. The study found that responsibility 
and authority varied under the different contracts and that school 
districts* experiences in implementing private management differed. 

In Dade County and Minneapolis, officials reported that attendance 
rates improved. In Baltimore and Dade County, students received 
individualized instruction. In general, students had greater access 
to computers and attended better maintained schools. Despite the 
positive impacts, however, scores on standardized tests did not 
substantially improve in Baltimore, Dade County, and Minneapolis. 
Student outcomes were not yet available for Hartford. The GAO made no 
recommendations regarding the privatization of education. Four 
figures and 12 tables are included. Appendices contain methodological 
notes; statistical data; and comments from the four school districts, 
EAI, and PSG. Acknowledgments and a list of GAO contacts are 
included. (LMI) 



t 






United States 

General Accounting Office 

Washington, D.C. 20648 



Health, EdncatioA, and 
Hnnum Services Division 

B-269870 

April 19, 1996 

The Honorable Nancy L Kassebaum 
Chairman, Committee on Labor 
and Human Resources 
United States Senate 

The Honorable Arlen Specter 
Chairman, Subcommittee on Labor, 

Health and Human Services, 

Education, and Related Agencies 
Conunittee on ^propriations 
United States Senate 

As you requested, we are providing our report about the early experiences of four school 
districts that contracted with private companies for management of their public schools. 

As arranged with your office, unless you publicly announce the contents of this report earlier, 
we plan no further distribution until 30 days after its issue date. At that time, we will send 
copies of this report to the Secretary of Education, appropriate congressional committees, and 
other interested parties. If you have any questions about this report, please call me at 
(202) 512-7014 or FYed Yohey, Assistant Director, at (202) 612-7218. Other GAO contacts and 
acknowledgments are listed in appendixes IX and X. 




Cornelia M. Blanchette 
Associate Director, Education and 



Employment Issues 



Executive Summary 



Purpose 


Troubled by children s low test scores, as well as their low attendance, 
promotion, and graduation rates, educators and parents have searched for 
ways to improve public schools. School districts nationwide are 
e3q)erimenting with a range of reform options, one of which is private 
management of public schools. 

Because of their interest in school reform, the Qiairman, Senate 
Committee on Labor and Human Resources; and the Chairman, 
Subcommittee on Labor, Health and Human Services, Education and 
Related Agencies, Senate Committee on Appropriations, asked gao to 
provide information on the eariy e]q)eriences of school districts that 
contracted with private, fori>rofit companies for management of the 
public schools, ^ecifically, gao was asked to describe (1) what the private 
companies and school disriicts were required to do under the contracts, 

(2) what happened in the school districts as the contracts were being 
implement^, and (3) the impact of private management efforts on school 
students. 

To respond to this request, gao (1) visited the four school 
districts— Baltimore City ^blic School District, Baltimore, Maryland; 

Dade County Public Schools, Dade County, Florida; Hartford School 
District, Hn^ord, Coimecticut; and Minnespolis School District, 
Minneapolis, Miimesota— that had contracts with private, forprofit 
companies for school management in school year 1994-96 and 
(2) reviewed the contracts and reported school operating erq;}enses and 
analyzed student outcome data 


Background 


School districts have historicsLly contracted with private companies for 
noninstructional services, such as student transportation, building 
maintenance, and food provision. Some school districts have also 
contracted with private companies for limited instructional services to 
specific student groups, such as at-risk children. To date, however, only a 
few districts have signed contracts with private companies for managing 
their public schools. More specifically, only four school districts had 
contracts with two private companies — Education Alternatives, Inc. (eai) 
and F\iblic Strategies Group (psg) — to provide such services in the 1994-95 
sci ool year. 


Results in Brief 


The four school districts, which gao visited, gave their private 
management companies varying authority and responsibilities. For 
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example, eai had a &-year contract with the Baltimore City Public School 
District to manage 9^ of the district’s 183 schools and a &-year contract 
with the Hartford School District to manage all of the district’s 32 schools. 
In contrast, eai’s 5-year contract with the Dade Coimty Public School 
District gave the company authority to implement its instructional 
approach in only one of the district’s schools, psg, on the other hand, has a 
3-year contract with the Minner^olis School District to provide leadership 
to the district, including a superintendent, and to achieve certain specific 
goals, such as improve students’ test scores and attendance and reduce 
su^ensions. 

The districts’ experiences during the implementation of the contracts also 
differed substantially. In Baltimore and Hartford, where opposition in the 
community was considerable, implementation was difficult, and the 
contracts were terminated or wiU be terminated before the e^qpiration of 
their 5-year terms. In Baltimore, both the district and eai dted the district’s 
budgetary constraints as the reason for contract termination. Regarding 
the Hartford contract, eai said it ceased services due to the district’s 
failure to pay for services rendered in accordance with the contract 
Hartford, on the other hand, said that the relationship broke down because 
EAI concluded that it would not operate under the contract as written. In 
contrast, in Dade County and Minneapolis, where opposition was virtually 
nonexistent, implementation was easier, and eai and psg, respectively, 
were generally able to implement their contracts. ’The Dade County 
contract expired in June 1995, and the Minneapolis contract remains in 
effect until December 1996. 

In Baltimore, eai implemented its instructional t^proach and changed 
spending patterns for the nine schools by spending more than the district 
had ^ent on facilities and computer hardware and software. In Hartford, 
EAI focused its management efforts on 6 schools and provided fax 
machines and copiers for the district’s 32 schools. In Dade County, eai also 
implemented its instructional {^proach, which included the use of 
computer technology and teacher training, ir. ''ne school. In Minnez^iolis, 
psg’s president served as the superintendent, and the company partially 
achieved some of the goals specified by its contract. 

Regardless of the status of the contract, these private management efforts 
yielded mixed results. Although scores on standardized achievement tests 
did not substantially improve in the three districts where test scores were 



'Baltimore and EAI subsequently entered into three additional contracts, each for one school. 
However, GAO included only the first contract, which covered nine schoois, in its study because this 
contract was the largest and was signed much earlier than the additional three. 
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available for analysis in all four districts, the private management 
companies made changes that benefited students. For example, student 
atterdance improved in Dade County and Minneapolis. In addition, eai’s 
instru^onal ^proach, implemented in Baltimore and Dade County, 
placed teaching assistants — most of them with college degrees — in every 
classroom. Moreover, eai also enhanced school building repair and 
mainteiumce and increased the number of computers in Baltimore and 
Hartford, giving students greater access to computers. 



Principal Findings 



Responsibility and 
Authority Varied Under 
Contracts 



Under the contracts, private companies and districts had varying authority 
and responsibilities for managing schools. In Baltimore, eai received the 
average per pupil allocation to manage 9 of the district’s 183 schools and 
implement an instructional spproach. With the money, allocated to eai in 
monthly allotments, the company was to pay the costs of operating the 
nine schools, including employees’ salaries and benefits, unties, leasing 
costs, and repairs and maintenance, eai was to keep any money left over 
after all school expenses had been paid as compensation for its services. 

In Dade Ckiunty, eai agreed to raise over $2 million to implement its 
instructional approach in one of the district’s schools. This money, which 
was controlled and disbursed by the district, was used to pay the cost of 
implementing eai’s instructional approach, including its consulting fee. eai 
also helped the district in hiring a newly built school’s principal and 
teachers. Ihe district was re^onsible, however, for managing all other 
aspects of the school, such as its budget, food service, and building 
maintenance and repair. 

Under the Hartford contract, eai was to make recommendations for 
improving instruction, eai was to also manage the operations of the 
32-school district with the funds available under the district’s school 
appropriation and grant money, including federal and state grants, eiai and 
Hartford, however, ultimately disagreed on the interpretation of many key 
contract provisions relating to the payment and control of funds. 

Minneapolis’ contract requires that psg provide leadership services to the 
district. Specifically, psg serves as the school district superintendent for a 
monthly fee of $5,000 and is compensated for achieving certain goals. 
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objectives, and asidgnments in the district’s improvement agenda For 
example, the agentla iq)ecified that psg improve student test scores and 
attendance, reduce suspensions, enhance district leadeinship, and improve 
community trust in the district’s schools. Except for the superintendent’s 
salary, psg is only p<ud when it completes assignments and meets the 
contract goals and objectives, psg characterizes its contract as a 
“pay-for-performancs" contract 



School Districts’ 
Experiences in 
Implementing Private 
Management Differed 



In implementing private management Dade County’s and Minneapolis’ 
efforts were generally supported by such stakeholders as the school board 
and teachers union. In Dade County, where the contract e3q)ired in 
June 1995, eai helped tie district hire the principal and teachers for the 
school and implemented its instructional s^proach. In Minneapolis, which 
has a contract in effect mtil December 19^, psg’s president serves as the 
superintendent, and, duiing the first 18 months of the 3-year contract, psg 
partially achieved some of the goals it was required to accomplish under 
the contract. 

Both the Baltimore and Hartford districts faced opposition in the 
community to private nianagement companies. For example, in Baltimore, 
the t'^achers union opposed eai’s requirement that teaching assistants have 
90 college credits or be ti*ansferred to nonprivately managed schools. 

Citing budget constraints, the district terminated its contract with eai in 
March 1996. In Hartford, where the district has announced that it will 
terminate its contract, resistance reached its peak when eai submitted a 
budget proposal to eliminate a substantial number of teaching jobs. 

Even with the opposition in the community, eai was generally able to 
implement the Baltimore contract 'The company reported spending about 
the same amovmt each year on direct operations for the nine schools as 
the district had reported spending during the year preceding the contract 
However, eai allocated fvmds differently by spending more on facilities and 
computers and less, in the first year of private management, on general 
and special education instruction. 

In Hartford, the district and eai agreed that eai would prioritize its efforts 
in 6 of the 32 schools. Hartford, in responding to a draft of this report, 
stated that eai suggested this six-school focus to achieve “showcase 
results q iickly as a strategy to build community support.” Hartford 
explained, however, that the district could not come to an agreement with 
eai on new payment terms, and eai was unwilling to continue to perform 
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under the existing contract According to eai, however, it ceased services 
to the district due to the failure of the Hartford district to pay it for 
services rendered in accordance with the contract 



Benefits From Private School students etuoyed a number of benefits as a result of private 

Management Efforts management in Dade County and Minnecqpolis, district officials rq;>orted 

that attendance rates improved. In addition, in Minneq;>olis, officials 
reported that suspension rates for all Minneapolis students in school year 
1994-95 generally decreased from school year 1993-94. In Baltimore and 
Dade County, students received individualized instruction because eai 
placed a teaching assistant who usually had a college degree, in each 
class. In addition, in Baltimore, Dade County, and Hartford, students had 
access to more computers. In Baltimore, schools were cleaner and better 
maintained and repaired; eai also painted the schools, improv^'id heating 
and air conditioning, repaired battum>ms, and improved landscaping. To 
reduce energy costs, eai also retrofitted lighting in the Baltimore schools. 
In Hartford, eai was in the process of repairing school buildings and 
installing computers and computer labs in 5 of the district’s 32 schools. 

De^ite the positive impact of private management efforts, one measure of 
student outcome — scores on standardized achievement tests— did not 
substantially improve in Baltimore, Dade County, and Minnespolis. 
Because the Hartford schools were in the early stages of contract 
implementation, student outcomes were not available for assessment 



Recommendations recommendations. 



School District and 
Company Comments 



Comments on a draft of this report were requested firom the Department of 
Education and the four school districts and two companies that were the 
primary focus of gao’s work. Only the Department of Education declined 
to provide comments. In general, the comments, which are addressed in 
chapter 5, clarified or provided additional information pertinent to issues 
discussed in the report Changes have been made where appropriate. 
Appendixes IV through Vni contain the text of the comments. 
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Chiq;)ter 1 

Introduction 



School districts’ contracting with private, for-profit companies reflects an 
increasing trend toward private management of public services and 
concerns about the quality of U.S. educatioa As a result, school districts 
nationwide are experimenting with a range of reform options, including 
school-based mantigement,^ charter schools,^ and contracting with private 
companies for management of their public schools. 

School districts have historically contracted with private companies for 
nonmstructional services, such as student txan^ortation, building and 
vehicle maintenance, and food provision. School districts have also 
contracted with private companies for limited instructional services to 
specific student groups, such as at-risk children. To date, however, despite 
considerable discussion, only a handful of districts have signed contracts 
with private companies to manage schools or school districts. 

In some school districts, the decision to contract with a private company 
for school management followed years of fi:nstration wi^ school 
performance. School districts began contracting with private companies in 
the hope that they would (1) bring new ideas and a bold new direction to 
public schools and (2) do a better job of educating children. 

Federal and state laws support iimovative efforts to improve education. 
For example, under the Goals 2000: Educate America Act, enacted by the 
Congress in 1994, state education agencies may use federal funds for state 
planning and evaluation activities involving local efforts to contract with 
private management organizations to reform public schools. Some states 
have laws authorizing charter schools that permit private companies to 
enter the public education arena. Under such laws, private companies, 
teachers, school administrators, and other members of the community 
may propose, create, or manage a publicly funded .school. 



^For morp information on ^ichool-based management, see Education Reform: School-Based 
Management Results in C hanges in Instruction anH Budgeting (GAO/HEI&M-136, Aug. 23, 19M). 

'Charter schools, which are authorized by state legislatures, are public schools that are created by 
parents, teachers, schoo' administrators, and other members of the community. These schools have 
considerable autonomy and often operate free from such external controls as teachera' unions and 
district and state requirements. For more Information on charter schools, see Charter Schools; New 
Model for Public Schools Provides Opp ortunit ies and Challenges (QAO/HEHS-OM2, Jan. 18, 1996). 
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Characteristics of 
School Districts 
Selecting Private 
Management 


In school year 1994-96, four school districts — ^Baltimore City Public School 
District, Bsdtiinore, Maryland; Dade County Public Schools, Dade County, 
Florida; Hartford ^hool District, Hartford, Connecticut; and Minneapolis 
School District, Minneapolis, Minnesota — ^had contracts with private 
companies for school management.^ 


Baltimore City (Maryland) 
Public School District 


In Baltimore, 1 in 4 citizens is functionally illiterate. The average student is 
a poor, African American child living in a female-headed, single-parent 
household; he or she has not met state standards for test scores, has 
missed 1 in 6 days of school, and has only 1 chance in 2 of earning a high 
school diploma 

For its 183 schools, the Baltimore City Public School District spent an 
average of $6,948 per student in school year 1994-96. However, Baltimore 
spent $40,000 less per classroom tl.an districts in the nearby Maryland 
suburbs. School officials believed that Baltimore’s lower classroom 
funding level made it difficult for the district to address the low test 
scores, low attendance rates, and extremely high secondary school 
dropout rate. 


Dade County (Florida) 
Public School District 


The Dade County Public School District is an inner city district with a 
multicultural population. Foreign-bom students enter the schools at a rate 
of 1 1,000 to 16,000 per year. Nearly 60 percent of the district’s students 
have a native language other than English. In school year 1994-96, over 
half of the students received a free or reduced-priced lunch, an indicator 
of poverty. 

For its 286 schools, the Dade County Public School District spent an 
average of $4,773 per student in fiscal year 1994-96. About 18 percent of 
the students ^op out of school each year. In school year 1993-94, almost 
40 percent of Dade County’s students scored in the bottom quartile in 
reading on standardized tests. 


Hartford (Connecticut) 
School District 


Hartford is the poorest city in Connecticut Nevertheless, the Hartford 
School District spent $8,688 per pupil in school year 1994-95, well over the 
national average of $6,170. Despite such funding, district officials believed 
the district lacked the resources to operate its schools in a “proper and 

Mn the 1995-96 i^hool year, five additional public schools in Boston, Massachusetts; Mt. Clemens, 
Michigan; Sherman, Texas; Wichita, Kansas; and Wilkinsburg, Pennsylvania are receiving management 
services fkrom private companies This report does not discuss these districts' experienci n 
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efficient” manner. Teacher salaries, which averaged about $58,000 a year, 
consume a significant portion of the district’s budget 

In the 32-school district, test scores are well below the state average. 
About 16 percent of students drop out each year, about 93 percent of 
students are minority. The district has 40 percent of the state’s bilingual 
students and 16 percent of its students are special education students. In 
school year 1994-95, approximately 78 percent of Hartford students 
received free or reduced-price lunches. 



20 years. In school year 1994-95, 36 percent of the families received 
benefits from Aid to Families With Dependent Children; 65 percent of 
children in first grade were eligible to receive free or reduced-price 
lunches. 

In the Minneapolis School District, where the averaige per pupil 
expenditure was $6,408 in school year 1994-95, minority children au:count 
for 61 percent of the students. Thait number is projected to reach 
70 percent by 1998. In school year 1994-95, 39 percent were African 
.\merican children; 12 percent, Asian Americam; 4 percent, Hispanic 
American; 7 percent, Indian American; and 39 percent, white Am<>:'lcan. 
These children come from families in which over 70 different languages 
and dialects are spoken. Languages include Cambodian, Hmong, Lau>, 
Russian, Spanish, Ukrainian, and Vietnamese, among others. The gap in 
test scores between nunority and white students has persisted and is 
growing yearly. 



'Two private companies — Education Alternatives, Inc. (eai) and Public 

contracts with school districts for school 



facilities, and financial management, eai has joined with three other 
companies — KPMG Peat Marwick, Johnson Controls World Services, Inc., 
and Computer Curriculum Corporation — to provide services to schools. 



Minneapolis (Minnesota) 
School District 



The Minneapolis School District is in a large, multicultural city, which has 
undergone dramatic changes in ethnicity, race, and income during the past 





management in the 1994-95 school year. 'The companies differ in their 



Approaches to School approaches to providing services. 

Management 



EAI’s Approach 



EAi’s sqiproach focuses on three aspects of the schools; education. 
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Collectively, they refer to themselves as the Alliance for Schools That 
Work. As the lead company of the alliance, eai is reqx>nsible for overall 
school management and provides education management through its 
Tesseract^ instructional approach. Midof components of Tesseract include 
a personal education plan for each child, low adult-to-student ratios in the 
classroom, continuous training for teachers, active parental involvement, 
the use of computer technology in instruction, and i^ecial education 
inclusion.* 

Other companies in the alliance provide additional services. KPMG Peat 
Marwick, the world’s largest public accounting and consulting company, 
offers financial management assistance. Johnson Controls World Services, 
Inc., which has operated, maintained, and managed facilities for over a 
century, provides superNdsion and maintenance of buildings, energy use, 
transportation, and other noriinstructicmal services for schools. Computer 
C jrriculum Corporation, owned by Paramount Communications, the 
world’s largest entertainment and educational publishing corporation, 
provides computer-based, instructional software. 


PSG’s Approach 


PSG provides superintendent services for the Mirmeapolis School District 
Its pr esident functions as the Minnes^olis School District’s superintendent 
and leads a team of employees firom psg who help manage the school 
district According to PSG, it focuses on helping scliools in several ways, 
including improving performance. The company’s stated goal is to develop 
current Minneapolis district administrators to take over the management 
of the schools when the company’s contract expires. 


Objectives, Scope, 
and Methodology 


Because of their interest in school reform, the Chairman, Senate 
Committee on Labor and Human Resources, and the Chairman, 
Subcommittee on Labor, Health and Human Services, Education and 
Related Agencies, Senate Committee on ^propriations, asked that we 
provide information about the experiences of school districts that have 
contracted with private companies for management of their public 
schools. Specifically, we were asked to describe (1) what the private 
companies and school districts were required to do under the contracts, 
(2) what happened in the school districts as the contracts were being 


o 

Rir 


word Tesseract. a registered £A1 trademark, comes firom a children's book. A Wrinkle in Time, by 
Madeleine L'Engie. In the book, the word is defined as a fifth-dimensional corridor leading to 
destinations otherwise beyond reach. 

inclusion, as used by EAI, describes placing special education children in regular classrooms instead 
of self-contained classrooms. Classroom teachers are responsible for educating all students in the 
classroom. 
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implemented, and (3) the impact of private management efforts on 
students. 

To obtain this information, we used several methodologies: contract 
reviews, site visits, and review and analysis of reported school operating 
expenses and student outcomes. We reviewed the contracts for and visited 
schools in the four districts that had contracts for school management 
with private, for-profit companies in school year 1994-95. Our study 
excluded the five additional districts that had signed contracts for private 
company management of schools in the 1995-96 school year because the 
districts either had not begun operating under the contracts or had only 
been doing so for a few months. Our study also excluded school districts 
with contracts for only highly specialized instructional services, such as 
teaching foreign languages or tutoring. Nor did we study districts that 
contracted solely for noninstructional services. 



Site Visits We visited the Baltimore City, Dade County, Hartford, and Minneapolis 

school districts. Three of these districts had contracts with eai and one 
with PSG. By visiting only districts with contracts in effect for the 1994-95 
school year, we were able to observe program implementation. 

In each district, we talked to stakeholders — superintendents, school board 
members, private company officials, school administrators, city council 
members, teachers, principals, teachers union representatives, and 
parents. We asked about the changes that had taken place under the 
private company’s direction, including services provided, difficulties in 
program implementation, and results to date. Except for the Miimei^olis 
School District, where primarily superintendent services were provided, 
we visited privately managed schools. 



Analysis of Student in the Baltimore City Public School District, which had the longest miming 

Outcomes comprehensive private management effort under way, we 

analyzed 4 years of data on student outcomes for seven of the nine 
privately managed public schools.^ We reviewed data for 1 year before 
private management as well as for 3 years during private management. We 
matched each privately managed school with a similar^ nonprivately 



^Although the company managed nine schools, we limited our analysis to the seven elementary schools 
that included kindergarten through Hfth grades because (1) more test score data were available for this 
group and (2) the pool from which to select a comparison school was larger. 

Shoots were matched on the basis of demographics and test scores before private management. 
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managed school and then compared standardized student test scores and 
attendance. (See table III. 1 in £q}p. Ill for a list of schools iit the analysis.) 

We looked at only two areas for test scores, reading and math. For both 
areas, scores were available from routinely administered standardized 
tests. We used normal curve equivalent (nce) scores from the 
Comprehensive Test of Basic Skills (CTBs) and, when available, outcome 
scale scores from the Maryland State Performance Assessment Program 
(mspap). (See £q>p. I for a discussion of our selection of statistical 
procedures and technical details about the analyses.) 

We used two types of analyses — ^longitudinal and cross-sectional — to 
compare student outcomes. In both types of analyses , we compared test 
scores and attendance measures of students attending the privately 
managed schools with those of students attending matched, nonphvately 
managed schools. In the cross-sectional analysis, we performed the 
comparison at the school level, analyzing each year separately, 
disregarding changes in the student population from year to year. In the 
longitudinal analysis, we limited the analysis to those students who were 
enrolled in a privately managed school (or its matched, comparison 
school) for the entire 3-year period. Students meeting tlus criterion were 
aggregated into a privately managed or nonprivately managed group for 
the analysis. 

We did not conduct our own analyses of student outcomes for test scores 
and attendance in the Dade County or Minneapolis school districts. 
Instead, we used findings from evaluations conducted by the districts 
themselves, which sometimes included measures other than test scores 
and attendance (for example, suspensions). We did not analyze student 
outcome data for the Hartford School District, which was in the relatively 
early stages of implementation. 



Analysis of Reported 
School Operating 
Expenses 



Of the four school districts we visited, Baltimore City and Hartford were 
the only districts in which the company was to manage school or district 
budgets. Although Hartford was not far enough along in its budget 
implementation for a financial analysis, we did compare reported 
operating expenses for Baltimore for 1 year before private management 
with reported operating expenses for 2 years during private management. 

To carry out our analysis, we obtained and reviewed reported operating 
expense data provided by the district and eai. We could not, however. 
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determine the reliability of the expenses provided by the Baltimore district 
because audits were not done for individual schools. When we attempted 
to verify the eai data, eai would not provide the supporting documentation 
we needed. As a result, we based explanations for differences between 
reported operating expenses before and during private management solely 
on oral or written explanations from eai and Baltimore City Public School 
District officials. However, for the nine Baltimore schools, we were able to 
reconcile eai's fiscal year 1993 and 1994 expenses with its audited 
statements of cash receipts and disbursements. 

We did our study between December 1994 and December 1995 in 
accordance with generally accepted government auditing standards. 
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The four school districts we visited gave private companies varying 
authority and responsibilities in managing their schools. Under the 
contracts, school districts also retained varying powers and 
responsibilities and compensated the companies in different ways. Elxcept 
for the Minneapolis contract, however, the contracts that school districts 
had with private companies were similar in their lack of requirements for 
improving student outcomes, which are traditionally measured by test 
scores and attendance and graduation rates. 



EAI Given Broad 
Authority to Manage 
Nine Baltimore Public 
Schools 



In July 1992, the Baltimore City Public School District signed a 5-year 
contract with eai that gave eai broad authority and responsibility for 
managing 9® of the district’s 183 schools. Under the contract, eai was to 
(1) implement its Tesseract instructional tpproach, which included 
supplying computers for use as instructional tools and college-educated 
teaching assistants; (2) provide building maintenance and other 
noninst- actional services; (3) manage the nine schools’ budgets; and 
(4) determine school staffing levels for the nine schools with the approval 
of the school district superintendent. The district could terminate the 
contract upon 90 days’ written notice. 



The company had authority to discuss matters concerning the nine 
schools with union representatives and to participate in evaluating 
employees at the schools after obtaining the required spproval. However, 
EAI could not reprimand or terminate any school system personnel, eai also 
had authority to hire its own personnel to implement its Tesseract 
spproach. 



In managing the nine schools, eai could either pay a subcontractor to 
provide noninstructional services or purchase them from the district; 
however, eai could not subcontract for instructional services without the 
district’s expressed agreement 



Annually, the Baltimore Cily Public School District was to pay eai in 12 
monthly installments, with the amount of each installment based on the 
district’s historical expenditure patterns. The total payment to eai was to 
be the districtwide average per pupil expenditure multiplied by the total 
number of students in the nine schools. With the money, which totaled 
$26.7 million in the first contract year, eai was to pay the costs of 
operating the nine schools, including employees’ salaries and benefits. 



* Baltimore and EAI subsequently entered into three additional contracts, each for one school 
However, we included only the first contract, which covered nine schools, in our study because it was 
the largest and was signed much earlier than ttie additional three. 
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utilities, leasing costs for computers and other equipment, and repairs and 
maintenance.^*’ eai paid the di^ct $3.4 million t } cover the nine schools' 
share of central support services provided by the district, leaving eai 
$23.3 million for the direct operation of the schools. 

Under this payment arrangement, eai’s payment for managing the nine 
schools was the difference between the total payment received from the 
school district.- c;:cluding interest earned and grant money — and the cost 
of operating the schools. For the first 2 years of the contract, eai reported 
gross profits of $1.9 million and $3.3 million, respectively. According to an 
EAI official, these were gross, and not net, profits because they did not 
reflect time that eai’s corporate staff spent on contract matters. 



EAI Had Authority to 
Implement the 
Tesseract 
Instructional 
Approach in One 
Dade County School 



Tne Dade County Public School District’s 6-year contract with eai, which 
covered June 1990 through June 1995, gave the company the authority to 
implement its Tesseract instructional £^proach at Dade Coimty’s South 
Pointe EJementary School. However, eai was to raise the money needed to 
implement the Tesseract program with the cooperation of the district eai 
was also to help the district hire the school’s principal and its teachers. 
The district was responsible for managing all other aspects of the school, 
such as its budget, food service, and building maintenance and repair. The 
contract allowed the district or eai to terminate the contract at the end of 
any academic year upon 90 days’ prior written notice. 



Under the contract, eai agreed to raise over $2 million, of which 
$1.4 million was to be raised in the first 3 years. This amount was to 
supplement the funds the school ordinarily received from the district to 
provide school services. The district was to deposit the money that eai 
raised under the contract into an interest-bearing account from which only 
the district could withdraw money. The money was to be used to pay for 
special staff needs, instructional materials and equipment, and eai’s 
out-of-pocket expenses and consulting fee. 



"‘EAI was only responsible for the ordinary maintenance and repair of the nine schools. The district 
was responsible for mtgor repairs or capital expense items, as well as repairs for asbestos-related 
conditions. 



On 
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EAI Given Authority 
to Manage the 
Operations of 
Hartford District’s 32 
Schools 



The Board of Elducation for the Hartford School District signed a 6-year 
contract with eai in November 1994, which became retroactive to 
July 1994. Under the contract, eai was to perform management and 
operations tasks necessary to achieve the goals of the district's strategic 
plan.' EAI was to also assume responsibility for managing the operations of 
the 32 schools in the district while the Board of Education retained 
policy-making and ultimate decision-making authority. Unlike the 
Baltimore and Dade County contracts, the Hartford contract did not 
specify that eai implement its Tesseract instructional ^proach. Rather, eai 
was to recommend and implement enhancements to the educational 
program. In addition, the contract stated that over the 6-year term eai 
expected to spend about $20 million on technology and software 
initiatives and $1.6 million on building improvements, eai was also to 
recommend and, with J^proval of the Board of Eklucation, implement 
enhancements to improve student performance, including staff training 
and student evaluation. 

eai was given authority to purchase materials and services from 
commercial sources and to make recommendations concerning staffing 
levels; organizational structures; and the hiring, assignment, duties, 
compensation, discipline, and discharge of district employees, including 
the superintendent. However, the Board of Education remained the final 
authority for all personnel and organizational structure decisions. The 
contract also allowed eai to provide advice during negotiations with labor 
organizations, but the Board had the statutory respoivsibility for collective 
bargaining and administering contracts with labor organizations. 

Under the contract, the district’s entire annual school impropriation and 
all grant money (including federal and state grants), which totaled about 
$200 million in the first contract year, were to be used by eai to manage 
the schools, eai and Hartford, however, ultimately disi^eed on the 
interpretation of many key contract provisions relating to payment and 
control of funds. 

The district had the right to terminate the contract upon 90 days’ written 
notice to eai. eai could also terminate the contract if it believed that the 
annual appropriation was insufficient to meet all contractual financial 
requirements. 
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The Minneapolis 
School District 
Contracted With PSG 
for Leadership and the 
Achievement of 
Specific Goals 



In December 1993, the Minnes^olis School District signed a 3-year 
contract with psg. Under the contract, the district employed psg to provide 
leadership to the district, including a superintendent, psg’s president was 
designated superintendent. The company was to implement the district’s 
improvement agenda, which included, among other things, to improve 
students’ test scores and attendance rates, instruction, and curriculum; 
reduce suspensions; enhance district management and accountability; and 
maintain community trust and involvement in the schools. As 
superintendent, psg was re^onsible for the school district finances but 
within the district’s budget and payable systems. The contract allowed the 
district or psg to terminate the contract with 30 days’ advance written 
notice. 



Under the contract, psg was to be paid a monthly fee of $5,000 for serving 
as superintendent. In addition, the company would receive additional 
compensation for achie^dng the objectives in the district’s impro^ ement 
agenda psg characterizes the contract as a “pay-for-performance” 
contract. For each goal or objective, the district established indicators, 
such as changes in test scores and attendance rates, that were intended to 
help the district assess the extent to which the goal had been achieved. 

The agenda could be amended from time to time to reflect Fidditional goals 
and objectives. 
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The four school districts that awarded private management contracts had 
different implementation experiences. The Baltimore and Hartford 
contracts proved difficult because of some opposition in the communities 
to private management of the public schools, while Dade County and 
Miimeapolis implementation was easier because private management was 
generally supported. 



EAI, With Some 
Opposition, Was 
Generally Able to 
Implement Its 
Baltimore Contract 



In Baltimore, the mayor, superintendent, and, initially, the teachers union 
supported private management of the public schools. The school district 
selected for private management only those schools with principals who 
were interested in private management In addition, the district gave 
teachers who did not want to teach in privately managed schools the 
option of transferring to other schools in the district The teachers union, 
however, opposed eai’s requirement that teaching assistants" have at least 
90 college credits. 

The teaching assistants who did not meet this requirement were 
transferred from the privately managed schools to other schools in the 
district EAi replaced these assistants with a larger number of teaching 
assistants, who usually had college degrees. The Baltimore teachers union 
protested the transfers as well as the replacements. The union contended 
that the original teaching assistants were valuabl e because they were 
experienced and from schools’ neighboring communities and therefore 
provided inner-city children much needed relationships with familiar, 
trusted adults. 

In addition, some people opposed eai’s ^ecial education inclusion model 
and the manner in which it was implemented. One group who opposed 
the model believed that the real motive of eai’s special education inclusion 
program was to reduce the number of special education teachers and 
thereby reduce costs. In addition, a national teachers union questioned 
whether the decision to implement the inclusion model was in the 
children’s best interest To further complicate eai’s efforts to implement 
inclusion, the U.S. Department of Education found that eai had not 
followed the procedures as required by the Individuals With Disabilities 



* ‘Baltimore refers to Its teaching assistants as parsprofessionals while EAI refers ^o them as 
instructional Interns. 

‘^or a discussion of the advantages and disadvantages of such programs, see Special Education 
Refomi: Districts Grapple With Inclusion Programs (GAO/T-HEHS-B4-160, Apr.^, 1994). 
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Education Act before changing special education students’ placements by 
mo\irg them to regular classrooms. 

Even with such opposition, bai was able to generally implement its 
contract. However, with over 1 year remaining in the 5-year contract, the 
school district decided to terminate the contract effective March 1996. 
School district officials had tried to negotiate with eai to reduce the 
amount of money bai would receive to operate the nine schools because of 
unexpected districtwide expenses, bai would not agree to the reduced 
amount, and the district decided in November 1995 to terminate the 
contract. 

Our analysis of reported operating expenses before and during private 
management of the nine schools found that bai spent about the same each 
year on direct operations as the district had spent in the year before the 
contract (see table 3. 1). However, bai allocated funds differently. In its first 
year, bai spent less on general instruction and special education 
instruction but significantly more on facilities. In the second year, bai’s 
overall reported costs were similar to those of its first year, but, again, bai 
allocated funds differently, bai increased its spending for general 
instruction (primarily because of salary increases) but spent less than it 
had in the previous year on special education, bai also spent less on 
facilities than it had in the previous year (primarily, according to an bai 
official, because of the facility upgrading done during the first year), but 
the company continued to spend more than the district had previously 
spent on facilities. 



' ^liese procedures include h.iving a meetinj out the change in placement with parents, teachers, 
and other members of an e<lucational nianag> .uent team, Baltimore and EAI, as a result, operated 
under a plan whereby they are required to correct all violations. 
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Tabis 3.1: Raportad Oparating 
Ex p an a a a in Nina Baftimora Schools 
Bafora and During Private 

Managamant 



Dollars in millions 






Operating expenses 




Program category 


Before 

private 

mana^ment 

(school 

year 

1991-92) 


Rretyearof 
private 
managenwnt 
(school year 
199^93) 


Second year of 
private 
management 
(school year 
1993-94) 


Teaching 


General instruction 


$14.0 


$13.2 


$14.5 


Special education 
instruction 


2.3 


1.2 


1.0 


Food services 


1.1 


1.1 


1.1 


Transportation 


0.2 


0.3 


0.2 


Facilities 


2.8 


4.4 


3.8 


Total 


$20.4 


$20.2 


$20.6 



Note: To make the figures comparable, we reclassified some categories. The table also excludes 
administrative overhead because we could not get comparable data from Baltimore for the year 
before private managemeni. 



EAI Unable to Fully 
Implement Its 
Contract With the 
Hartford School 
District 



Although most school board members in Hartford supported private 
management of public schools, many in the district did not agree with 
them. The superintendent, for example, had several concerns about the 
district’s decision to enter into a contract with eai. The teachers union, as 
well as other unions, opposed private management from the onset, 
possibly at least in part because they viewed eai as a vehicle for reducing 
teaching jobs. 

Opposition reached its peak when eai submitted a budget proposal for 
school year 1995-96 that would have eliminated a substantial number of 
teaching positions, eai wanted to cut teacher costs and use the savings to 
help fund technology initiatives specified in the contract, as well as invest 
in clean and safe schools, implement site-based management, and improve 
instruction. However, most school board members would not support the 
reduction in teachers. In commenting on a draft of this report, eai said that 
it believed that such a cut was warranted, saying school district 
teacher-pupil ratios, determined by the district’s contract with the teachers 
union, had resu ed in a syst<'rn that was “overstaffed by millions of dollars 
of personnel." According to Hartford, the cuts would have resulted in 
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massive violations of class size limitations contained in the district’s 
agreement with its teachers union. 

During the first year of the contract, the district and eai agreed that eai 
would prioritize its efforts in 6 of the 32 schools. Hartford, in responding 
to a dr^ of this report, stated that eai suggested this six-school focus to 
achieve “showcase results quickly as a strategy to build community 
support.” EAI was to pro\1de ^ecific education management sendees to 
the six schools. These services included (1) training teams of staff for 
site-based management in five schools and one adult learning center and 
(2) providing technology improvements, such as computers. In 
January 1996, however, Hartford announced that it would terminate its 
contract with eai. According to Hartford, the relationship broke down and 
the contract will be terminated because eai concluded that it would not 
operate under the contract as written, eai, on the other hand, said that it 
ceased services to Hartford due to the district’s failure to pay it for 
services rendered in accordance with the contract In its 1995 annual 
report to its stockholders, eai stated that it had recorded costs totaling 
$5.5 million for the Hartford contract but acknowledged uncertainties 
about whether the district would reimburse it 



EAI Met the Terms of 
Its Contract With 
Dade County Public 
Schools 



'The Dade County School Board and the teachers union supported eai’s 
Tesseract program for one of the county’s newly constructed public 
schools. EAI also helped the district hire the school’s principal and 
teachers, helping to ensure the support of those who would implement the 
program. 

EAI raised $1.4 million of the over $2 million agreed to under the contract 
and was able to implement its Tesseract instructional approach. The 
company also received in-kind donations estimated at about $285,000. 
Most of the money raised was used to pay for teaching assistants’ salaries 
and computer hardware and software. 



Dade County officials said that they were generally pleased with eai. The 
contract expired in June 1995 but was not renewed. According to district 
officials, EAI wanted a larger role in school manager ,ent, but the district 
would not agree to this. 
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PSG Achieved Some 
of the Goals Specified 
in Its Minneapolis 
Contract 



The Mh’'.ieapolis school board unanimously agreed to sign the contract 
with PS • amid general support for the company serving as school 
stq>eiintendent District officials, however, did not view this decision as 
private management of their schools. The school board’s search for a 
superintendent was the same one used to select previous superintendents. 
Tl^ time, however, the board encouraged nontraditional 
candidates — ^those without training or experience in education — to s^ply. 



psg’s president was a well-known member of the Minneiqpolis community. 
He had previously served as a consultant to the district and had been 
instrumental in improving financial management in the district’s schools. 



As of June 1995, after 18 months of the 3-year contract, the Minneapolis 
School District determined that psg had partially achieved some of the 
goals and paid psg 66 percent of the $716,600 that psg was to receive under 
the contract if it had fully achieved each goal. For example, the company 
was paid when the suspension rate dropped, attendance increased, and 
families’ involvement in their children’s education increased, psg was also 
paid when it developed baseline measures for assessing student 
performance, identified the predictors of effective teaching, and developed 
a strategic plan for the district It was not paid, however, when student test 
scores did not improve or when it did not negotiate the teachers’ contract 
to the district’s satisfaction. *n\e contract with psg remains in effect until 
December 1996. 
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Regardless of whether private companies fulfilled their contract 
obligations, we found that contract services yielded some benefits for 
students in aU four districts. For example, students received individualized 
instruction and had greater access to computers and cleaner school 
buildings. In addition, private management companies have served as 
catalysts for districts’ rethinking of the status quo. 

Despite the positive impact of private management efforts, however, one 
measure of student outcome — scores on standardized achievement 
tests — did not substantially improve in Baltimore, where we analyzed test 
scores. Similar results were also reported in Dade County and 
Minne£q>olis. Hartford test score data, however, were not available for 
analysis at the time of our review. 



Attendance and 
Suspension Rates 
Improved in Some 
Districts 



In Dade County and Mume^olis, attendance rates improved; in 
Minneapolis, suspension rates declined. According to a Dade County 
internal evaluation, after 2 years of private management, attendance in 
the privately managed elementary school improved significantly compared 
with another similar school in the districb Absences declined an average 
of 1.6 days per student, from 10.6 in school year 1990-91 to 8.9 in school 
year 1992-93.‘® 

The Minneapolis School District reported slight distiictwide improvements 
in attendance. Attendance rates increased from 90.6 percent in school year 
1993-94 to 90.7 percent in school year 1994-96, according to district 
officials. Suspension rates for all students in school year 1994-96 
decreased in 7 of 10 months compared with school year 1993-94. The 
decrease in suspensions, a psg contract goal, is a result of a change in how 
student discipline is managed, district officials said. 

Our analysis of attendance rates for Baltimore showed that they did not 
improve for students in the privately managed schools compared with the 
rates for students in the nonprivately managed schools. (See app. II for the 
details on our Baltimore attendance rate results.) 



'^Evalu^ion of the S atu rn School Project ta South Poli^ Elementary School , Dade County Public 
ScFooBi nnfce of Educational Accountability (Miami, Ha.: 1994). 

"'According to the Dade County evaluation, these results were found to be statistically significant No 
follow-up studies have been conducted to detennine If the gains In attendance were sustained. 
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Students Received 
Individualized 
Instruction, and 
Teachers Received 
Training 


In Baltimore and Dade County, eai implemented its Tesseract instructional 
sqpproach, resulting in more individualized instruction and additional 
teacher training. For example, in Baltimore, as part of its Tesseract 
sqjproach, eai said it removed desks and replaced them with tables to 
facilitate teacher-student and studentrstudent interaction, eai also 
provided weekly teacher training in its Tesseract approach, which 
included training in the Tesseract philosophy and implementation, 
instructional technology, and leadership. 


Students Had Greater 
Access to Computers 


The Baltimore, Dade County, and Hartford contracts specified that eai 
provide computers. In Baltimore, for example, eai leased about 1,100 
computers for the nine schools. A typical classroom had four networked 
computers, and each school had one or more computer labs, eai also 
provided fax machines, copiers, and telephones for teachers in their 
classrooms. In Hartford, eai’s strategy was similar, eai installed computer 
labs in 6 of Hartford’s 32 schools, eai also said that it provided copiers and 
fax machines for all 32 schools. 


School Building 
Maintenance and 
Repairs Improved 


In Baltimore and Hartford, eai provided school building repair and 
maintenance. In Baltimore, officials told us that the nine schools were 
cleaner as well as better maintained, eai ^nt money to paint the schools, 
improve heating, and install air conditioning. In addition, eai spent money 
on bathroom repair and plumbing, fence repair, landscaping, and 
preventive maintenance. 'Rie company also retrofitted lighting in the nine 
schools, which brightened classrooms and is expected to reduce energy 
costs. In Hartford, eai completed several types of repairs throughout the 
district, concentrating on six of the district’s schools. 


Companies Have Been 
Catalysts for Districts’ 
Rethinking the Status 
Quo 


Private companies have served as catalysts for school districts’ rethinking 
and challenging the status quo. In Baltimore, the superintendent said that 
the entire school district has become more competitive because of eai’s 
presence. For example, he said that other schools — concerned that 
functions, such as maintenance, would be contracted out — are doing a 
better job in those areas. He also said that the schools are operating in a 
more business-like manner. 

In Dade County, the district is seeking ways to continue to have 
college-educated teaching assistants in classrooms, although the contract 
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with EAI has expired. In this case, district officials sought to continue an 
EAI innovation. 

In Hartford, some district officials were concerned that teachers’ salaries 
consumed too much of its budget and asked EAi to help it negotiate the 
teachers’ contract. EM succeeded in helping to seciire a zero increase in 
the teachers’ salaries for 1 year. 

In Minneapolis, the school board hired what it considered to be a 
nontraditional superintendent — a private company. In addition, psg’s 
president, who serves as tlie school district superintendent, does not have 
the traditional background in education. This may change the way district 
officials view future candidates for superintendent, officials stated. 



Impact of Private 
Management on 
Students’ 
Standardized Test 
Scores 



In the Baltimore and Dade County privately managed schools — scores on 
standardized achievement tests, a traditional measure of student learning, 
showed no improvement when the scores were compared with those in 
other comparable schools. Similarly, in the Minneapolis district, scores on 
standardized achievement tests did not improve. For Hartford, test score 
data were not yet available because the district was still in the early stages 
of implementation. 

In our own test score analyses of Baltimore schools, we found little or no 
difference between scores of students in privately managed schools 
compared with students in other similar schools. In general, scotes tended 
to be significantly lower in privately managed schools in the 1992-93 
school year, during the year in which private management was beginning 
in Baltimore, compared both with school year 1991-92 scores and with 
scores of other similar schools. During the second and third years of 
private management, however, scores in privately managed schools 
increased, so that by the end of the 1994-95 school year, little or no 
difference remained between scores of students in privately managed and 
other similar schools. (See app. II for the details on our Baltimore test 
score results.) 

Dade County’s evaluation of em’s Tesseract instructional t^proach, after 2 
years, showed lo improvement in test scores compared with another 
similar Dade County school. Although test scores of students in the 
privately nxanaged schools improved, they improved at a rate similar to 
that of students in the comparison school In Minneapolis, children’s test 



"' Evaluation of the Sa tu rn School Project at South Polnte Elementary School . 
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scores showed no improvement after 2 years under private management. 

In fact, the learning gap between nunority and nonminority children 
widened, according to the district. Tlius, in Minneapolis, PSG did not 
achieve two of its goals — improving test scores of all children and 
narrowing test scores between minority and noruninority students. 

Although standardized achievement tests provide a widely accepted 
measure of student learning, they do not measure attainment of the entire 
range of educational objectives. Standardized achievement tests tend to 
measure core skills and knowledge common to the curricula of most 
states, not necessarily the curricula of particular classrooms or districts 
and not more abstract forms of learning. Thus, such tests may not measure 
a child’s creative thinking, values, and sense of personal and community 
responsibility — all qualities parents and teachers we interviewed 
mentioned as important educational goals. In some districts, some parents 
and teachers said they saw positive effects on children in privately 
managed school*', even though standardized test score results did not 
improve. 

In addition, standardized achievement tests tend to be better suited to 
measuring the cumulsitive effects of instruction; thus, it may take several 
years before improved learning is reflected in standardized test scores. 
'This may partly account for the lack of overall improvement in test scores 
in Baltimore, Dade County, and Minneapolis. 
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To improve educational outcomes for their students, school districts in 
Baltimore, Dade County, Hartford, and Minneapolis contracted with 
private, for-profit companies to manage individual schools or entire school 
districts. These contracts reflected considerable variation in the authority 
and re^onsibilities school districts were willing to give these private 
companies. For example, eai was to focus its instructional approach in 
only one school in Dade County but was to manage the entire Hartford 
School District 

Our work suggests that implementing the contracts was more difficult in 
some school districts than in others because the companies faced more 
community opposition. The level of opposition appeared to depend on the 
extent to which groups in the community perceived themselves as losing 
something. The strongest opposition occurred in Hartford, where the 
company was viewed as a vehicle for reducing the number of teachers. On 
the other hand, companies faced almost no opposition in Dade County, 
where private management was used in a new school for which teachers 
and staff had not been hired, or in Minneapolis, where the private 
intervention involved primarily the superintendent position. 

Although scores on standardized achievement tests did not substantially 
improve in the three districts where test scores were available for analysis, 
in all four districts, the private management companies made changes that 
benefited students. For example, students eiyoyed individualized 
instruction, greater access to computers, and improved building 
maintenance and repair. 

In the end, three of the four contracts had either expired, been terminated, 
or were in the process of being terminated. In Baltimore, the cited reason 
for contract termination was budget constraints. In Hartford, the company 
cited the district’s failure to pay for services rendered in accordance with 
the contract; the district cited the unwillingness of the company to operate 
under the contract as written as the reason for the impending contract 
termination. The Dade County contract expired at the end of its 5-year 
term. The Minnez^olis contract remains in force until December 1996. 



School District and 
Company Comments 



A draft of this report was provided for review and comment to the 
Department of Education as well as the school districts (Baltimore City, 
Dade County, Hartford, and Minnes^olis) and companies (eai and pso) that 
were the primary focus of our work on private management of public 
schools. Only the Department of Education declined to provide comments. 
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In general, the comments clarified or provided additional information 
pertinent to isjues discussed in the report. 


School Districts’ 
Comments 


Baltimore’s Superintendent of Public Instruction stated that he and his 
staff had no recommended changes or concerns about the report’s 
contents. 'The superintendent added that much was learned from the 
district’s experience with private management, althou^ Baltimore’s 
relationship with eai had ended. According to the superintendent, the 
district plans to continue to implement eai strategies and progk ams, which 
he said have proven successful and bt aeficial to students. 

'The Dade County School Board provided several technical comments that 
we incorporated in the report where appropriate. 

The Hartford Board of Education provided its interpretation of the 
fundamental structure and essential terms of its private management 
contract with eai. As noted in our report, the Hartford district and eai 
disagree on the interpretation of many key contract provisions. 

The Hartford School District also corrunented that neither opposition nor 
the district’s budgetary problems prevented eai from implementing the 
contract. We modified the report to reflect the district’s view. The district 
also made several technical comments that we incorporated throughout 
the report where {appropriate. 

Comments from the Minneapolis School District were incorporated in the 
comments provided by psg. psg’s comments are discussed in the following 
paragraphs. 


Private Management 

Companies’ 

Comments 


EAI was particularly concerned that we used spring 1992, rather than 
spring 1993, test score results to determine the base year for measuring 
the academic performance of Baltimore students based on the 
Comprehensive Test of Basic Skills (ctbs). In explaining its preference for 
using spring 1993 test score results, eai stated that its first priority after it 
was awarded the Baltimore contract in July 1992 was to focus on failures 
of the physical plant and safety issues. According to eai, initial resistance 
to staff development programs also hindered progress in implementing 
improved instructional techniques. In addition, it took until February 1993 
to install approximately 1,100 computers in the nine Baltimore contract 
schools. Because the ctbs test was again given in March 1993, eai believes 
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that the spring 1993 testing date is a far more accurate baseline date than 
is March 1992. 

We disagree with eai’s position on this issue and believe that 1992 is the 
appropriate baseline year. Using ^ring 1992 scores as a baseline provides 
a benchmark of student performance immediately before eai’s assuming 
management in the fall of 1992. Our goal was to assess changes in student 
performance that occurred while these schools were under eai 
management Using 1993 scores as the baseline ignores the impact of the 
first year of eai management and thus fails to assess the entire eiqperience. 

EAI also maintained that we failed to note the results of the Maryland State 
Performance Assessment Program (mspap) in our report mspap is a test 
that measures student performance on tasks that require critical thinking, 
high-level problem solving, and the integration of knowledge. Our analyses 
do include mspap test scores to the extent they were available, and these 
results are discussed in appendix II of the report eai also made several 
technical comments that we incorporated in the report where appropriate. 

In psg’s comments, which also included comments from the Miimeapolis 
School District, the company discussed the issue of accountability. In psg’s 
view, its willingness to be accountable for the results it produces for the 
entire school district is the key to building accountability throughout the 
rest of the local system. In this regard, the company believes 
accountability must be adopted by stakeholders throughout the 
educational system, including teachers in their classrooms, principals in 
their schools, and parents and community members. Accountability 
throughout the system is imperative, psg believes, for students to succeed. 

PSG also provided technical comments on the information contained in our 
draft report that we incorporated as appropriate. 'Die most significant 
point on which we disagree with psg concerns psyment for superintendent 
services. Our report states that psg was to receive a monthly fee of $6,000 
for serving as superintendent, psg said that, instead, the fee for 
superintendent services is paid on a pay-for-performance basis; that is, it 
would only be paid if the district were satisfied with psg’s progress as 
superintendent. Because we found no such qualifications in our analysis of 
the psg contract, we did not change that statement in our report 
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Methodology Used in Baltimore Test Score 
and Attendance Analyses 



This appendix discusses the methodology used in analyzing standardized 
test score and attendance data of seven privately managed schools in the 
Baltimore City Public School District. It also presents general limitations 
of the study and defines terms used in the report 

A number of individuals with educational, statistical, or methodological 
expertise assisted us in various portions of our test score and attendance 
analyses. (See ^p. IX for the names and affiliations of these people.) 



Methodology 



Using student data provided by the district’s Accountability Office for the 
school year before private management (1991-92), we statistically matched 
each privately managed school with a similar district-managed school. 
Students in the latter schools served as a comparison group for two types 
of analyses: (1) a longitudinal analysis, which analyzed test scores and 
attendance of students who remained in the same school for the entire 
3-year period (1992-93 through 1994-95), and (2) a cross-sectional analysis, 
which analyzed test scores and attendance of students on a year-by-year 
basis without regard to changes in student population firom one year to the 
next For all statistical tests, we rgected the null hypotheses if the 
observed significance levels were less than .05. 

We limited our test score analyses to the areas of reading and math. We 
extracted from the district’s data files reading and math scores as 
dependent measures fix)m routinely administered achievement and 
performance tests. For the 1991-92 through 1994-95 school years, we 
used normal curve equivalent (nce) scores for reading and math from the 
Comprehensive Test of Basic Skills (ctbs). In addition, for students in 
third and fifth grades, we used reading and math outcome scale scores 
from the Maryland State Performance Asses.sment Program (mspap) for 
school years 1992-93 and 1993-94. 

We used the number of days the student was absent for the year as the 
dependent variable in the attendance analyses. We standardized this 



'^We limited our analysis to the seven elementary schools that Included kindergarten to fifth grades 
beoaiLse more test score data were available for this group and the pool from which to select a 
comparison school was larger. (See table III. 1 In app. Ill for a list of these schools.) 

‘*We used 1991-i)2 data in selecting the comparison schoc a J as co\^ates in the longitudinal 
analyses. 

‘^ata were available for MSPAP only for school years 1992-93 and 1993-94. Only students In third, 
fifth, and eighth grades participate in the assessment 
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variable by taking the ratio of days absent to days on roll and projecting 
number of days absent to a 180-day school year. 

We included in our analyses students enrolled in the selected privately 
managed or comparison schools who met the following criteria (1) they 
had been on the rolls of the school at least 170 days of the school year and 
(2) they were not identified as receiving special education services greater 
than intensity level 3.“ Students were excluded firom test score analyses if 
they had no score on the particular outcome (for example, ctbs reading 
score) used in the analysis. 



Selecting the Comparison We used the statistical Package for the Social Sciences k-means clustering 
Schools procedure to match each privately managed school with a similar 

district-managed school. Matching was done on the basis of the following 
school characteristics; enrollment, attendance rate, promotion rate, racial 
composition of student body, proportion of students receiving 
free/reduced lunch, proportion of special education students, mobility 
rate, and ctbs scores. The clustering procedure compared the 
characteristics of the schools and calculated a “distance” measure to 
represent the similarity between the cluster center (that is, the privately 
managed school) and each of the other schools. We selected as the 
comparison school the school identified as being closest (that is, with the 
smallest distance measure) to the privately managed school. 



The Longitudinal Analysis The longitudinal analysis assessed test scores and attendance of students 

enrolled in a privately managed or comparison school in the 1992-93 
school year and who remained in that school through the 1994-96 school 
year. For these analyses, we combined school popiUations to form a single 
group of students from privately managed schools and a single group of 
students from comparison schools. 

We performed separate analyses for reading, math, and attendance. The 
groups for the reading analysis consisted of 689 students in the privately 
managed group and 733 in the comparison group. For the math analysis, 
the privately managed group had 470 students, and the comparison group 
had 488 students. The attendance analysis consisted of 870 privately 
managed school students and 855 comparison students. 



“Definitions of Terms” In this app. for an explanation of intensity level 3. 
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We used a repeated measure analysis of variance (anova) technique to 
provide the overall test of group effect for the longitudinal analyses. The 
repeated measure anova procedure produces an omnibus test of 
significance that adjusts for the increased probability of TVpe I error (that 
is, concluding that the groups in question are different when in reality they 
are not) inherent in multivariate designs. 

Although schools were matched on the basis of data from the school year 
immediately preceding private management (1991-92), attrition that 
occurred in school years 1992-93 through 1994-95 threatened the 
equivalency of the surviving student groups. To mitigate this threat, we 
used 1991-92 data as covariates in each of the longitudinal analyses to 
provide statistical ac^justment for nonequivalence introduced by attrition. 
Since the covariate adjusted for main effects only, means used in 
discussion of year-to-year changes do not reflect this adjustment. 

Because longitudinal analysis focuses on changes in an individual 
student’s performance over time, it is well suited for assessing educational 
interventions that may impact outcome measures slowly or over a longer 
period of time. However, because the analysis included only that subset of 
students who remained in the same school for the 3-year period, results 
are not necessarily generalizable to the relatively large proportion of the 
district’s students who are more mobile and may change schools one or 
more times during a school year. 



The Cross-Sectional The cross-sectional analysis compared student test scores and attendance 

Analysis for each year of the private management contract ( 1992-93 through 

1994-95), without regard to changes in the student population from yeai to 
year. 

We performed cross-sectional test score analyses at the school levei. 
One-way anova was used to compare reading and math scores of students 
in each pair of schools. We used means and variances from these analyses 
to compute effect sizes, which were then cumulated to provide summary 
findings. (See tables ni.3, III.5, III.7, and 111.9 in £q)p. HI for group sizes 
used in these analyses.) 

To perform the cross-sectional attendance analyses, we combined school 
populations to form a single group of students from privately managed 
schools and a single group of students from comparison schools. (See 
table III. 1 1 in app. Ill for group sizes for these analyses.) 
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Cross-sectional analysis does not take into account changes in individual 
students' sc(»res. Instead, it compares the averages of students in the two 
matched schools for each year under study. Cross-sectional analysis is 
more sehsitive to detecting short-term effects of educational changes and 
is commonly employed to provide descriptive information about school 
performance. 



Interpretation and 
Computation of Effect 
Sizes 

Interpretation of Effect Sizes Effect sizes (referred to as “d” in the computation formula) are measures 

of the overlap between the distributions of the experimental and control 
groups when the underlying scale has been standardized so that o equals 
1. Thus, in this study, d can be translated into the proportion of 
comparison school scores that are less than (or more than) the average 
score in the privately managed school.^' 

An effect size of zero means that the average score in the compaiison 
school was equal to the average score in the privately managed school, or, 
alternatively, the scores of 60 percent of students in the comparison 
school were higher than the average score in the privately managed 
school. A negative effect size means that the scores of more than 
60 percent of students in the comparison school were higher than the 
average student in the privately managed school; a positive effect means 
that fewer than 60 percent of students in the comparison group scored 
better than the average student in the privately managed group. 

As with other estimates, an effect size must be interpreted ori che basis of 
two factors: (1) the confidence with which the estimate is made and 
(2) the practical importance of an effect of this size. 

Tables in.2 through III.9 in jq)pendix III show the computed effect sizes 
and variances. Indications of statistical significance were based on a 
96-percent confidence interval. 

Once statistical significance of the estimate has been established, the issue 
of practical importance must be considered. Judgments about practical 
intportance are typically made relative to the experimental context and the 



*‘UV. Hedges and I. Olkln. Statistical Methods for Meta-Analysts (San Diego. Academic Proas, Inc., 
1986), p. 76. 
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Computation of Effect Sizes 



standards that have been established in that particular field. In educational 
research, effect sizes of .5 have been offered as a conventional measure of 
practical significance.^ The National Institute of Education’s Joint 
Dissemination Review Panel suggested that usually an effect size of .33, 
but at times as small as .25, may be considered educationally significant.^ 
To recognize relatively small effects, we chose to target our discussions to 
effects of .25 or greater. 



To aid in interpreting findings and aggregating results, elfect sizes were 
computed for each finding^ using the formula 




where is the mean of the experimental group (privately managed 
schools), Y® is the mean of tiie control group (comparison schools), and s 
is the pooled standard deviation. Variances were cdculated for the 
individual effects by the following formula: 



o*(d) = 



nE nC 



+ 



2 (nE + nC) 



Effect sizes were cumulated using the following method that gives greater 
weight to those individual effects having lower variances: 




Confidence intervals for effect sizes were computed using the following 
standard formulas; 



5u = d* + 1.96 o (dj 
8 l = d+ • 1.96 a (d*) 



General Limitations of 
the Study 



Assessing the impact of program change in a field setting is extremely 
difficult Any study that attempts to do so encounters problems such as 
the following: 



”P. Roasl and S. Wright, ‘Evaluation Research: An Assessment of Theory, Prartire arKl Pf)litjcs," 
Evaiuation Quarteriy , Vol I ( 1977), pp 

®0 K Tallmadge, The Joint DisyirUnatio n Review Panel Ideabook (Washington, D CV NalionaJ 
Institute of Education and U S. Office of Education, 1&77). 

*^Kor more Information, see Hedges and Olkln, pp. 76-106. 
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• No random assignment to groups . We could not randomly assign students 
to a treatment or control group to ensure initial equivalency of the groups. 
We attempted to a4just for this shortcoming by selecting comparison 
schools matched as closely as possible on relevant characteristics and by 
using statistical techniques (for example, covariate analysis) to control for 
initial differences on key characteristics. 

• Lack of experimental control . The independent variable could not be well 
defined and may have differed firom school to school. The independent 
variable in this study was the type of school management, privately 
managed or district managed. However, this variable was operationalized 
in somewhat different fashion from school to school ns teachers and 
principals implemented the Tesseract £q>proach under somewhat different 
circumstances and ^^'ith varying levels of enthusiasm. 

For example, some interviewees told us that veteran teachers tended to 
resist implementing the Tesseract sqiproach. On the other hand, a number 
of the newer teachers we interviewed were enthusiastic about it We were 
told in one school that teachers were given a great deal of flexibility in 
deciding which parts of the £q>proach to use in their classrooms. Thus, a 
great deal of variability may have existed in the operationalization of 
private management from school to school. 

• Attrition . Students in these schools were highly mobile, so lose of subjects 
affected these analyses. The long-term effects of program change may take 
several years for student scores to fully reflect them and so may be 
difficult to measure with highly mobile students, as are students in 
Baltimore City Public Schools. 

• Measurement difficulties . Standardized achievement tests, such as the 
ones used to provide the dependent variables in these analyses, are widely 
accepted as measures for use in educational evaluations; however, they 
have shortcomings when used for this purpose. One of the msyor 
criticisms of using standardized tests for evaluating educational programs 
is that they m£^ not be c£q>able of measuring mastery of the specific 
objectives of the instructional program being evaluated; rather, they 
measure more general skills and knowledge. Thus, standardized tesU> m^ 
be relatively insensitive to detecting specific gains, especially in the short 
term. 

Furthermore, school personnel and parents associated with schools in this 
study mentioned broad goals as some of the desired outcomes of 
educational changes. For example, they wanted students to become better 
citizens, become self-directed learners, and show improved general 
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problem-solving abilities. In general, standardized test scores are not 
intended for, nor well suited to, measuring these broader goals. 


Definitions of Terms 


Comprehensive Test of 
Basic Skills (CTBS) 


A standardized achievement test given annually to all students in 
kindergarten through fifth grade in the Baltimore City Public School 
District that measures basic skills in reading, language, spelling, math, 
study skills, science, and social studies. 


Days Absent 


A variable constructed from student attendance records to standardize the 
attendance base to a fiill school year. We calculated an absentee rate by 
dividing days absent by days on roll, then projected this rate to a 180-day 
school year basis. 


Maiyland State 
Performance Assessment 
Program (MSPAP) 


Assessments given in third, fifth, and ei< *^h grades in reading, writing, 
language usage, math, social studies, and science. These tests measi're 
student performance on tasks that require critical thinking, high-level 
problem solving, and the integration of knowledge. 


MSPAP Outcome Scale 
Score 


A version of the mspap outcome score described in the 1994 Score 
Interpretation Guide for mspap as "directly comparable across outcomes in 
the same content area, across years, and to the mspap proficiency levels. 
These scores are expressed on the mspap scale score scale and range, as do 
the content area scale scores, fh>m 350 to 700.” 


Normal Curve Equivalent 
(NCE) 


A norma'ized version of a test score often used for federal reporting 
purposes. These scores have a mean of 50 and a standard deviation of 
about 21. The values of 1, 50, and 99 on this scale coincide with percentile 
ranks of 1, 50, and 99; but other values du not coincide. 


Special Education, 
Intensity Level 3 


One of six levels describing intensity of special education services 
available. Students classified as Level 3 may receive special educational 
services not to exceed an average of 3 hoiurs per school dav. 
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This appendix discusses the results of our analyses of achievement and 
attendance data conducted on selected privately managed schools in the 
Baltimore City Public School District.^ (For a t^ussion of the 
methodology used in these analyses, see app. I.) 



Test Score Analyses 



Our test score analyses of Baltimore’s schools indicated that, overall, test 
scores of students attending privately managed schools were similar to 
those of students attending the matched, district-managed, comparison 
schools. Although schools varied in some of the analyses, overall, we 
found little difference between test scores in privately managed and 
comparison schools. 



Longitudinal Analysis The longitudinal analysis, which tracked the group of students who 

remained in the same school during the 3-year period (1992-93 through 
.1994-95), showed overall test score results in reading and math to be 
similar between students in privately managed and comparison schools 
after acDusting for the presence of initial difference.^ Reading and math 
scores for both groups declined over the 3-year period compared with 
1991-92 scores. For students in privately managed schools, these scores 
sharply declined in 1992-93 (the implementation year), followed by 
increases the next 2 years. Scores of students in comparison schools, on 
the other hand, declined less sharply in 1992-93 but continued to decline in 
each of the next 2 years. Figure II. 1 shows that reading scores showed this 
pattern.^ 



University of Maryland, Baltimore County, conducted an evaluation of the privately mana^ 
schools In Baltimore that Included test score and attendance analyses. Those findings generally agreed 
with the results presented l^re. 

‘^Although schools were matched for this analysis on the basis of 1991<02 characteristics, the 
equivalency of the groups was affected by attrition over the 3-year period. To compensate for this fact, 
we used 1991-92 test score and attendance data as a statistical control for this Inequality. 

*^eans for individual years shown in figs. n. 1 and II 2 have not been a4|usted for variance accounted 
for by 1991-92 scores. 
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Rgurs 11.1: Longitudliuit Analysis: 

CTBS Reading Scores ctbs m .ding Seera. 
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Note; Means reported in this graph illustrate changes in average scores ovei time. They have not 
been adjusted for variation accounted for by 1992 test scores. After adjusting for this initial 
difference, no significant difference was found between scores of students in the privately 
managed group and scores of students in the comparison group. 



Although year-to-year changes were sometimes significantly different 
between Hie privately managed and comparison groups, offsetting patterns 
of increase and decline resulted in an overall finding of no statistic^ 
significant difference in reading after acUusting for the presence of initial 
difference. As figure U.2 shows, the pattern of change in math scores from 
year to year was similar to tliat found in the reading scores. Although both 
groups declined in the first year, the decline in the privately managed 
schools was greater. However, in the following years, scores in the 
privately managed schools increased, while the scores in the comparison 
group continued to decline. 
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ngura 11.2: Longitudinal Analyaia: 
CTB8 Math Scoraa 
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Note; Means reported in this graph illustrate changes in average scores over time. They have not 
been adjusted for variation accounted for by 1992 test scores. After adjusting for this initial 
difference, the overall decline in scores v^as somewhat greater for the privately managed group. 



Unlike reading scores, however, when the 3 years are considered together, 
the decline in math scores in the privately managed group was statistically 
significant, even though the 1994-95 scores of the privately managed group 
were slightly higher than the comparison group*s. This finding of overall 
difference between the two groups may be accounted for largely by the 
substantial decline in scores in the privately managed group in 1992-93, the 
implementation year. 
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Figures n.3 and n.4 depict the pattern of change over the years ex' ssed 
in change from the groups’ 1991-92 averages. The initial decline botn in 
reading and math scores is apparent in these figures. For both reading and 
math, after this initial large decline, scores in the privately managed group 
show a pattern of steady improvement. 



Rgure 11.3: Changes in CTBS Reading 

Scores (Longitudinal Anaiysis) 



Changes From 1992 Avaraga Score 





199142 



1992-93 



199344 



199448 



Testing Year 

■B «B SM Comparison Group 
■MMM Privately Managed Group 



o 

ERJC 
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FIguro 11.4: Changes in CTBS Math 

Scores (Longitudinal Analysis) 



Changes From 1991-92 Average Score 




■■■■■■ Compartton Group 

Privately Managed Group 



Cross-Sectional Analyses Results of the cross-sectional analyses were similar to those of the 

longitudinal analysis. Overall, we found little difference in student 
achievement in privately managed and comparison schools. When mspap 
scores were used as the outcome measure, no significant difference was 
found between the privately managed group of students and the 
comparison group in either reading or math scores. (Tables ni.2 and III.4 
in ^p. ni show school-level and overall effects sizes“ for the mspap 
analyses.) 

Tables III.6 and in.9 (in app. m) show similar findings using eras scores as 
the outcome measure. Although small, the cumulated effects for eras 
scores in both reading and math were statistically significant in favor of 
the comparison group. However, effects of this small size are not 



Effect sizes are measures of the overlap between the distributions of the experimental and control 
groups when the underlying scale has been standardized so that o equals L app. I for additional 
information on interpreting effect size. 
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Attendance AnalTcea 




conventionally considered to have practical educational significance. (See 
£^p. I for additional discussion of interpreting effect sizes.) 




Because the cross-sectional analyses were done at the school level, these 
analyses revealed the variation in effect among pairs of schools. In some 
pairs, students in the privately managed school performed better, in 
others, students in the comparison school performed better. In most cases, 
the effects were relatively small. 




Three of the seven privately managed schools (Dr. Rayner Browne, Harlem 
Park Elementary, and Sarah M. Roach), however, show a more delMte 
pattern of undeiperformance compared with their matched schools. In 
these cases, effect sizes were great enough to warrant ftirther attention. 
Determining whether this underperformance is an artifact of the 
comparison or a result of some change in the privately managed school or 
in the comparison school is beyond the scope of this study. 


Attendance Analyses 


Overall, our analyses of student attendance data showed little difference 
between attendance patterns of students in privately managed schools and 
students in comparison schools. We found no difference in the number of 
days absent for norunobile students (those remaining in the same school 
for the 3 years) in the longitudinal artalysis and little difference when the 
entire student population was considered in the cross-sectinnal analysis. 


Longitudinal Analyses 


Our longitudinal analysis of attendance data reveali . t attendance 

patterns of norunobile students attending privately muiaged schools were 
similar to attendance patterns of norunobfie students attending 
comparison schools. When we analyzed attendance of norunobile students 
in privately managed and comparison schools, we found no significant 
difierence between the groups. Both groups showed a general pattern of 
improved attendance for the period. (Table m.10 in app. Ill presents these 
results.) 


Cross-Sectional Analysis 


Our year-by-year analysis of the period also showed a general trend 
toward improved attendance for both privately managed and comparison 
groups. As table IB. 11 (in app. m) shows, no significant difference existed 
in attendance rates of students attending privately managed schools and 
students attending comparison schools in 1992-83, the first year of private 
management However, in 1993-94 students in the privately manag^ 
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schools were absent, on average, about 3 days per year more than students 
in the comparison schools. In 1994-95, this difference declined to 1 day a 
year. Findings for both 1993-94 and 1^4-95 were statistically significant. 
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AnalyMt 


Pri vtrty muigad actiool 


Comparison school 


Pair 1 


Or. Rayner Browne 


Furman L. Templeton 


Pair 2 


Mildred Monroe 


Park Heights 


Pair 3 


Harlem Park Elementary 


Pimlico 


Pair 4 


Edgewood 


Hilton 


Pair 5 


Sarah M. Roach 


James Mosher 


Pair 6 


Mary E. Rodman 


Liberty 


Pair? 


Graceland Park-O'Donnell 
Heights 


Charles Carroll, Barrister 



Ttbl# ili.2; Means and Eff#ct Sl»s, MSPAP R#ading Scofs 







1992-93 






1994-95 






School 


Grades 


Grade 5 


School effect 

size 


Grades 


Grades 


Schcol 
effect size 


Cumulated 

effect 


Dr. Rayner Browne 


444 


469 


-.03 


451 


458 


+.23 


+.10 


Furman L. Templeton 


447 


469 




430 


457 






Mildred Monroe 


456 


480 


+.19 


431 


487 


-.24 


0 


Park Heights 


450 


470 




465 


481 






Harlem Park Elementary 


434 


469 


-.21 


443 


446 


-.43* 


-.33 


Pimlico 


461 


465 




467 


465 






Edgewood 


464 


487 


+.04 


473 


474 


-.11 


-.04 


Milton 


468 


479 




463 


474 






Sarah M. Roach 


474 


488 


-.09 


456 


484 


-.24 


-.17 


James Mosher 


483 


485 




491 


475 






Mary E. Rodman 


450 


465 


+ .11 


456 


456 


-.26 


-.07 


Liberty 


451 


453 




462 


476 






Graceland Park- 
O'Oonnell Heights 


455 


469 


-.37 


453 


459 


-.22 


-.29 


Charles Carroll, Barrister 


487 


473 




459 


474 






Overall effect 














-.12 



Note: Effect sizes are measures of the overlap between the distributions of the experimental arxi 
control groups when the underlying scale has been standardized so that a . See app. I for 
additional information on interpretation of effect sizes. 



•Significantly different from 0 to .05 level. 
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Data Snpportlng the Baltimore Teet Score 
and Attendance Analyses 



Tabi* M.3: Ns and Varianeaa for Effaet Siias, M8PAP Raading Seoras 




1992-93 




1993-94 




Cumulated affect 


School 


0* 


N 


0* 


N 


0* 


Dr. Rayner Browne 


.027 


63 


.025 


69 


.052 


Furman L Templeton 




94 




98 




Mildred Monroe 


.031 


56 


.037 


54 


.068 


Park Heights 




75 




58 




Harlem Park Elementary 


.019 


88 


.015 


128 


.034 


Pimlico 




139 




156 




Edgewood 


.015 


110 


.014 


128 


.030 


Hilton 




165 




154 




Sarah M. Roach 


.023 


107 


.021 


101 


.044 


James Mosher 




75 




97 




Mary E. Rodman 


.012 


188 


.013 


184 


.025 


Liberty 




146 




133 




Graceland Park- 
O'Donnell Heights 


.029 


80 


.028 


84 


.057 


Charles Carroll, Barrister 




66 




63 




Overall effect 










.006 
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and Attendance Anaiyaee 



Tabto M4: Mmnw and Effaet Slias, MSPAP Math Seoraa 






1992 






1993-94 




Cumulated 


School 


Grades 


Grade 5 


Effect size 


Grade 3 


Grades 


Effect aize 


oHact 


Dr. Raynor Browne 


450 


470 


+.49* 


473 


472 


+.74* 


+.61* 


Furman L. Templeton 


422 


466 




424 


447 






Mildred Monroe 


450 


462 


+.33 


432 


487 


^.01 


^..17 


Park Heights 


418 


464 




474 


461 






Harlem Park Elementary 


434 


467 


-0.62* 


446 


448 


-.47* 


-64* 


Pimlico 


469 


490 




475 


462 






Edgewood 


483 


487 


+.66* 


493 


458 


+.05 


+.35 


Hilton 


448 


464 




485 


461 






Sarah M. Roach 


489 


469 


-.39* 


453 


457 


1 

bo 


-.63* 


James Mosher 


484 


513 




512 


474 






Mary E. Rodman 


437 


449 


+.22 


454 


461 


-.16 


+.03 


Liberty 


437 


436 




487 


448 






Graceland Park- 
O’Donnell Heights 


452 


460 


-0.32 


456 


444 


-0.30 


-.31 


Charles Carroll, Barrister 


480 


4C2 




477 


468 






Overall effect 














-.05 



Note; Effect sizes are measures of the overlap between the distributions of the experimental arxi 
control groups when the underlying scale has been startdardized so that o « 1 . See app. I for 
additional information on interpretation of effect sizes. 



^Significantly different from 0 at .05 level. 
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Table IN.5: Na and Varlaneat for Effaet Siaaa, M8t*AP Math Scoraa 





1992-93 




1993-94 




Cumulated affaet 


School 


0* 


N 


0* 


N 


o* 


Dr. Rayner Browne 


.029 


57 


.031 


58 


.060 


Furman L. Templeton 




98 




86 




Mildred Monroe 


.034 


53 


.040 


50 


.074 


Park Heights 




73 




57 




Harlem Park 
Elementary 


.018 


103 


.017 


109 


.035 


Pimlico 




137 




136 




Edgewood 


.016 


105 


.016 


113 


.032 


Hilton 




168 




144 




Sarah M. Roach 


.026 


106 


.026 


85 


.051 


James Mosher 




68 




89 




Mary E. Rodman 


.013 


181 


.013 


179 


.026 


Liberty 




145 




131 




Graceland 

Park-O'Donnell 

Heights 


.030 


75 


.027 


76 


.057 


Charles Carroll, 
Barrister 




63 




53 





Overall effect -006 
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and Attendance AnalToea 





TabI* NI.6: Mmhm and Effaet Slaaa, CTBS Raading Seorts 




1992*93 




1993-94 




1994-95 




Cumulated 


School 


Mean 


Effect size 


Mean 


Effect size 


Mean 


Effect size 


effect 


Dr. Rayner Browne 


28.3 


-.45* 


32.3 




-.21* 


30.4 




-.43* 


-.36* 


Furman L. Templeton 


37.0 




36.7 






38.9 








Mildred Monroe 


36.0 


-.05 


43.2 




+ .07 


42.6 




-.05 


-.01 


Park Heights 


36.8 




41.9 






43.6 








Harlem Park Elementary 


32.2 


-.54* 


30.3 




-.60* 


37.2 




-.06 


-.41* 


Pimlico 


42.4 




42.0 






38.6 








Edgewood 


49.0 


+ .03 


47.5 




-.09 


47.5 




+ .14 


+.02 


Hilton 


48.5 




49.4 






44.7 








Sarah M. Roach 


41.6 


-.30* 


38.2 




-.52* 


42.4 




-.48* 


-.43* 


James Mosher 


47.6 




48.6 






53.3 








Mary E. Rodman 


41.0 


-.02 


38.8 




.00 


45.3 




+ .10 


+.02 


Liberty 


41.3 




38.9 






43.1 








Graceland Park- 
O'Donnell Heights 


35.7 


.00 


33.6 




-.34* 


35.8 




-.22* 


-0.19* 


Charles Carroll, Barrister 


35.6 




39.8 






40.2 








Overall effect 


















.17* 



Note: Effect sizes are measures of the overlap between the distributions of the experimental and 
control groups when the underlying scale has been standardized so that a =1 . See app. I for 
additional information on Interpreting effect sizes. 

^Significantly different from 0 at .05 level. 
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and Attendance Analyses 



Table III.7: Ns and Variances for Effect Sizes, CTBS Reading Scores 




1992-93 




1993-94 




1994-95 




Cumulated 

effect 


School 


C3» 


N 


C3» 


N 


C3» 


N 


c* 


Dr. Rayner Browne 


.008 


216 


.007 


252 


.009 


219 


.003 


Furman L. Templeton 




315 




330 




269 




Mildred Monroe 


.009 


193 


.010 


180 


.010 


186 


.003 


Park Heights 




302 




235 




212 




Harlem Park Elementary 


.005 


406 


.005 


435 


.005 


366 


.002 


Pimlico 




470 




475 




452 




Edgewood 


.005 


403 


.005 


386 


,005 


347 


.002 


Hilton 




498 




474 




449 




Sarah M. Roach 


.006 


353 


.006 


346 


.006 


313 


,002 


James Mosher 




311 




311 




330 




Mary E. Rodman 


.004 


')87 


.004 


560 


.004 


536 


.001 


Liberty 




478 




436 




412 




Graceland Park- 
O’Donnell Heights 


.008 


280 


.007 


321 


.008 


321 


.003 


Charles Carroll, Barrister 




235 




235 




219 




Overall effect 














.000 
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TaM« m.8: ItoatM and Effaet Sizes, CTBS Math Scores 




1992-93 




1993-94 




1994-95 




Cumulated 


School 


Mean Effect size 


Mean Effect size 


Mean Effect size 


effect 


Dr. Rayner Browne 


28.2 


-.42* 


32.0 


-.16 


32.02 


-.41* 


-.32* 


Furman L. Templeton 


36.9 




35.1 




41.8 






Mildred Monroe 


39.2 


+.12 


46.7 


+.17 


47.5 


+.23“ 


+.17“ 


Park Heights 


36.7 




43.2 




42.7 






Harlem Park Elementary 


32.4 


-.50* 


37.2 


-.30“ 


37.9 


-.04 


-.28“ 


Pimlico 


43.0 




44.0 




38.7 






Edgewood 


49.5 


+.04 


51.4 


+.12 


51.3 


+.27“ 


+.14“ 


Hilton 


48.6 




48.6 




45.0 






Sarah M. Roach 


37.7 


-.51* 


39.0 


-.38“ 


48.8 


-.12“ 


-.34“ 


James Mosher 


48.3 




47.2 




51.5 






Mary E. Rodman 


38.3 


-.01 


39.5 


+.12 


47.4 


+.27“ 


+ 12“ 


Liberty 


38.6 




36.9 




41.0 






Graceland Park- 
O'Donnell Heights 


36.8 


+.11 


35.4 


-.17“ 


40.6 


-.09“ 


-.05 


Charles Carroll. Barrister 


34.5 




38.9 




42.4 






Overall Effect 














-.08“ 



Note; Effect sizes are measures of the overlap betv/een the distributions of the experimental and 
control groups when the underlying scale has been standardized so that c -1. See app. I for 
additional information on interpreting effect sizes. 



•Significantly different from 0 at .05 level. 
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Tabte iN.9: Ms and Varianeas for Effaet Sizaa, CTBS Math Scoraa 


- 


1992-93 


1993-94 




1994-rS 


Cumulated 

effect 


School 


0* N 


o» 


N 


0* 


N 


0* 


Dr. Rayner Browne 


.010 175 


.009 


200 


.010 


173 


.003 


Furman L Templeton 


260 




280 




233 




Mildred Monroe 


.010 166 


.012 


152 


.012 


154 


.004 


Park Heights 


249 




196 




171 




Harlem Park Elementary 


CO 

CO 

CO 


.005 


351 


.006 


300 


.002 


Pimlico 


399 




399 




377 




Edgewood 


.005 341 


.006 


321 


.006 


291 


.002 


Hilton 


431 




410 




379 




Sarah M. Roach 


.''08 302 


.007 


291 


.007 


275 


.003 


James Mosher 


251 




261 




264 




Mary E. Rodman 


.005 484 


.005 


471 


.005 


437 


.002 


Liberty 


388 




367 




340 




Graceland Park- 
O’Donnell Heights 


.009 232 


.009 


249 


.009 


271 


.003 


Charles Carroll, Barrister 


195 




191 




176 




Overall effect 












.000 


Analysis) 




1991-92 


1992-93 


1993-94 


1994-95 




Students in privately 
managed schools (N=870) 


13.8 


12.1 


9.5 


9,7 




Students in comparison 
schools (N=855) 




13.4 


13.0 


8.6 


9.4 




Note: Significance test of overall difference not significant at .06 level. 






Table 111.11: Days Absent 
(CrosS'Sectionai Analysis) 






1991-92 


1992-93 


1993-94 


1994-95 


Students in privately 
managed schools 




14.0 

(N=2,425) 


14.4 

(N=3,118) 


13.0* 

(N=3,127) 


12.9* 

(N=2,961) 



Students in comparison 
schools 


14.0 

(N=2,490) 


14.9 

(N=3,242) 


10.2 

(N=3,103) 


11.8 

(N=3,049) 


•Differences found in 199, '1-94 and in 1994-95 were statistically significant at .05 level. 
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Comments From the Baltimore City Public 
School District 



QTY OF BALTIMORE 



KUXT L. SCHHOKE. Mayor 




DEPARTMENT OF EDUCATION 



WALTER C. AMPRCY 
SttprrifiNBdant o( IHiUlc Uwtructioo 
200 E North Avanua 
Baltlmora. Maryland 2120Z 



March IS, 1996 



Ml. Ccnielia M. Blanchette 

Associate Director 

Education Sc Eo^ioifinent Issues 

Health, Education, and Hunuui Senr^jes Division 

United States General Accounting Office 

Washington, D.C. 2C548 

Dear Mi. Blanchette: 

I am writing in rc^nse to your request for comments on the draft report, 
Private Manaaemettt of Public Schools Early Eaperiaiott in Pour D iftrirtI 

My staff and I have reviewed the document and we have no recommended changes or 
concerns about its contents. The report appears to lUte the facU of findings without 
excessive judgmental statements. 

Although we have ended our rdationsh^ with Education Alternatives, Inc., we 
feel there Is much to be learned from our experience with privatization. The 
Beltimore City Public Schools plans to continue to implement £A1 strategies end 
programs which have proven succenful and bcncficul for our students. 

Thank you for giving us the opportunity to comment If we can be of further 
assistance, please call. 




/pvg 



PrtaMl OB rccycM ptytr wRh MvbwnMOy Mtndly loy 
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Comments From Dade County Public 
Schools 



DADE COUNTY PUBLIC SCHOOLS 



SCHOOL BOARD ADMINISTRATION BUILDING • 1460 NORTHEAST SECOND AVENUE • MIAMI, FLORIDA 33132 



U. S. General Accounting Office 
Washington, D. C. 20548 

Dear Ms. Blanchette: 

In reviewing a copy if the draft report entitled, Private Manaoement of Public Schools: 
Early Exparlancea in Four School Districts (GAO/HEHS-96-3), the following 
observations/comnents are made regarding the Dade County Public Schools (DCPS), 
South Pointe Elementary program. 



On page 19, K should be noted that at South Pointe Elementary, exceptional 
education certifiod teachers worked with classroom teachers in self- 
contained settings to provide services for spedai education children. 

On page 28, it should be noted that Education Alternatives, kic. (EAI) was 
unable to raise the total amount of money stipulated in the contract. 

On pages 44 and 45, K should be noted that both South Pointe students and 
students at a similar elementary school had a similar Increase in 
standardized test scores. 



Thank you for provking us the opportunity to review and respond to information contained 
in the enclosed draft report. 



Octavio J.VIsMo 

Superinlendent ot Schools 



Dads County Sehool Botrd 
Mr. G.HolmotBfaadoQlc,Ctu*r 
Or. Mohasl M. Krap, >Aoo Chair 



March 13, 1996 



Or. Rom Oaaho Fainbsig 



Ms. Baliy H. KaplM 
Ms. Jansi R. McARsy 



Ms. Cornelia M. Blanchette 
Associate Director, Education 
and Employment Issues 



Mr. Robsrt Ranick 



Ms. FfsdMles S.WNson 




G. Holmes Braddock, Chair 
Dade County School Board 



GHB/mev 



cc: School Board Members 
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District 




THE HARTFORD BOARD OF EDUCATION 

249 HIGH STREET, HARTFORD, CONNECTtCUT 09103 
TELEPHONE (990) 722>0S10 



SHflUDie S. Ugblibot, PreadcBi 
Eihnri CnoU, Vice PieNdeat 
Ruth & HaU, Seaetanr 



Purice Btoano-ViUilobot 
Aithur A. BnviUeL Jr. 
Thefam E Dicfcenaa 
Slejiiiea ED. Fournier 
R li a ibei h Bred Noel 
OoualdV.Roiiiaoik 



March 12, 1996 



Com«lia M. Btanchatta 

Ataoeiato Dirador, Education and Emptoymant lasuai 
United States General Aocountino Office 
Health, Education and Human Services Division 
Washington, O.C. 20548 

Dear Ms. Blanchatto: 

I am wrUIng in response to your letter of February 27, 1996 inviting the Hartford Board 
of Education to comment on the draft of your proposed report on Private Management 
of Public Schools; Earty Experiences In Four School Districts. 

At the outsat, It is critical to datify the fundamental structure and essential terms of the 
Contract between the Hartford Board of Education and Education Altomatives of 
Connecticut. Inc. (EAI), a subsidiaiy of Education Altamattves, Inc. At Its core, the 
corttract provides that. In SKdiange for the light to patlidpals linancialy In affidancies 
and savings that EAI beloved tt could bring about in HarttotdttwDughimpiovad 
management EAI agn> < to invest over t21 mllian In (ho Haittardschod system fCr 
computer technology I dfbdllioalmprDvoment as well as to provide ongoing 
managemarttservloos, without any guarantoe of raimburaomant or paymant EAlthus 
assunied a aigniflcant risk, agreelnB lhat tt would be rsimburaad for Its Investmonts and 
expenses and paid for Ns own sarvloos, only to the extant that monthly aystamwido 

spending faH short of the annual sehod appropriation, based on histortcal spending 
patterns. If, and to the extent that such a shortfal occurred, and so calad ‘savings* 
rasultad, EAI would be reimbursed for Its expenses, be paid for Ns aarvloas, and 
receive a portion of any remaining amount os an Ineantive or bonus. 

EAl's promise to make these substantial Investmants In ttte Hartford system at Ns own 
financial risk, and Its wHngness to reooive ralmbursemont only if and when Ns efforts 
prodicad effieiandes or savings, wore key Ineontivesforthe Board to enter Into the 
agreernem. And, although the oontrad dM place rtsk wtth EAI, N also providod EAI with 
several importarn tods by which N could minimize that sk. Chief «nong ttiosa tods 
was the provision that an EAI amployoo would serve as the Board's Busineu Manager, 
and have responsibiNty to supervise al of the sehod system's financial oparations, 
sub)od only to the direction of the superintendent and Board. In addition, the oontrad 
provided that EAI would instaH new financial management systems end controls, and 
(upon installation) that it would assume responsibility for procurement of all goods and 



50 



o 






GACVHEHS-96-S Private Mana^einent of Public Schools 



Appendix VI 
CoBunenta From the Hertford School 
Dlatrlet 



CORNELIA BLANCHETT 

3/ia/ee 

PAGE 3 



sefvicei and payment of the Board's payroll, so that EAI coUd most effedively 
participate in and manage al aspecU of Ihe Board's finances. 

In order to provide for an orderly irsrsitloo of proourernent. payroll, and llnan^ 
meponsibwties to EAI. dm Board and EAI included as part of their contr^ a Tm 

Plan (ExhMt ^ and a Memo ra ndum of Underst a ndjog. The Transition Plan sets forth 

the pames' agreement co n asming Ihe schedule for EAl's assumption of hey 
lespensfcWtles, arid the Menwiandum of Undaratandhtg sets forth hew the 1^ 
systems that were needed to support EATS assumpMon of payroll, proewament. yd 
other flnandal functions and to oootdtoato them with City systems would be developed 

and bnplementsd. 

Unfortunately. EAI and toe Board nev irprogresaed out of the Irenellion period even 

though « wes expectod that toe trensi «n would be oompleto no later thy June M. 
1996. In fact, toe systoma and coord talon that were to be Implemented pureuant to 

the Memorandum of Understandtog sndtoat were needed to permit EAI to asermiahil 

responeWIty for the Board’s key fir autclal functlone. were never dwetopa^mreh leas 

putinplaoe. As a result, the groundwork was never laid by which EAI could have 

pertarmad tooM ftaiolione. 

In addWon, alhough EAI rid make some kivoslmoms in terms of buying new conyiys 
and effedihg some faeXy Improvements, those Invesimenta focused y only e ty r of 
thedtelricfstoirtytwosehoola. lnfael.»waaEAI«toosuggaetadtoot»prfyilzMs 

efforts In only six schoole (only ffva of etotehwsra aver oorttplato d ) In ord to to yhlava 

showcase teeulto quietly, as a stratogy to bold community support The Byrd eyed 
to tote prtorfthalon. but dW rwt axpaot toat EAI wouW abandon otoer eehyls or otoer 

ImportarnaarvloaeboIrvprovidadoonMiy. Altoough r» slgnllearrt swinge^ 
reaped durtog EATS tenure In Hartford, EAI did reoelvo payment In toe amount of 
apprordmataly 1343,000 pureuanl to toe oontract 

EAI and the Boeni hove been tfeappointod that more efficiencies and savings were not 
generated, and that toe opportunHIee for payment of EAI under the contrae* were 
ImMed. k terwt accurate, however, to say that budge t problOT toWc emttyilty _ 
oppoeWon lead to termto e tlon of toe EAI contract In Hartford. To the ootrlraty, toe EAI 

relabonsfy has broken down, and wi be tormlTtotod, becauea EAI cyArded yd 
stated to toe Board toatK would not operato under toe contrectaewrltton. Desplto 

months of negoUallons. the partlee oould not agree upon an altemallve payment plan 
that would allow toe rolalionship to continue. 
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Tha Board's apaoMc eofflrn«nt> on the draft ara u Mom: 


Draft Pago 


Convnont 


Paga3,2nd 

Para 


WaBharoppoaWonnofthadlaMcyabudgatary praMatiiapiavanlad 
EAI from bnptamandnglha contract Instaad, EAi dativad Mng tha 
Kay pooMons of Busman Managar (ranamad as DMrM FInaneW 
Oflloac) and Prcijaet Managar ter savarm montha aftar signing lha 
oontraei, arnan dw kansMon phaaa should hava baan al but 
eompiatad. TharBaftar,nalharlhaBusinaBaMmagarnoMhaPn.>ct 
Managar took tea alspa ttwt wan naoaaaaiy to moaa Ilia ralalonship 
ou of dw transHon phaaa or parteftn lha tencHona naadad to support 
EAfs assumption of roaponsUMy tor procuramanl, payrol. and odwr 
imandal tenodona, as oudbiad m dw Mamorindum of Undarstondtog, 
wNchlsadaehadtodiaeondaeL InadddtohtofWhiratolmplamsntdia 
imareial managarnam aapaets of dw oomraol, EAI fUad to maks dia 
ptwnisad bwasbnanis of eomputor toohnotogy and teeWy 
KnpidvamantommostHarttefdsohooia. As noted abova.lt was EArs 
prateranoa to teeus on six of thirty IM schools as a prtordy, so that K 
oouM riwra Innmodtatoly ahowcan Its afterts to tha eornmunity and 
gamar pubic support 


Paoa4, 2nd 
para 


Adhough EAI moaasad dw riumbor of oomputors m Harttoid, dds dto 
not giva aaoh aludonl grsalar aeoaoo to a eomputor, baeatiso 
oompulsrs wara added to only fivo of ddrty^iim school tecHdas. 


Paga4, 3rd 
para 


As noted above, nadhar budget oonatrabita nor oppeeWon hsva 
load to torndnadon of dw Harltord oondact 


PagaS, 3rd 
para 


As noted abova, Hartteid’s oontroel with EAI oolad ter EAI to assume 
rasponsMIy ter the dMrtcrs prxuramant payrel and other flnaneiai 
tentoona, and pamdtod EAI to raooiva payment and rabnbursanwnt of 
Its axpanoaa d, and to dw extant dwl, apandtog dM not aacaad the 
annual school appraprladon. At dw and of dw school year, dw amount 
by adilchttw appropriation aweaadadralmbutoamant and payment to 
EAI, If any, waa than to bJ dWrfbutod botawon EAI, dw Harltord Board 
or Educadon and dw cay of Harltord. Aeeordbigly.dwoonlraeldooa 
not ea tor Ew dtoMefa apprepiMlon and grant monay to ba paid 
to EAI m monthly mototeiwnto. NordoEAlandthadtoMoldMda 
sppiopriallon or grant nwnay remaining after aapansaahava been 
paid. matoad.dw contract provtdaa that EAI would barelmburoad Its 
oxponsao and paid ter Ns sarvtoos botora any not amount would 
baoomo avatobis ter dMrtbutlon to EAI, dw dMrtet and dw City as a 

*bonui.* 
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PBfi|B9.3rd 

pare 


Although EAl with oppoUtion In HwtfonJ, mMiorllw oppoMon 

nor budgol eorartraMt cauaod tormbwlion or«w ooninat 




Page 7, 1st 
para 


Although oppoaitlon to EAI dM iMch Rs poak w«wn EAi wbmMM a 
propoaal that tmuW almlnato a aubolanIM numbor of toaehara* 
Joba. raaittonea wat not baiad aolaly on tymptohy wift tha toacharr 
union. Board mambara and o«wraquicMy(aoogni»d that EATa 
prop^ not only eonbadlctod EATa aadiar oonmiNrnanIa, bid would 
hava raauKad in aubstamWIy iargarolaao Haoo and produood maaalva 
vtoMtona or claaa alia knilallona oontabtad In tw dMilcra ootaedvo 
bargaining agraamant tMim Ka taaehori’ union. 




Page 7. 3rd 
para 


At no tbno waa Hartford unaMa or unwnbig to pay EAI In 
accordanoawBhtha contract tonna for budgatory or odtarraatona. 
Aa notod above, EAI haa boon paid al «wt H la owad (approdmataly 
$343,000) purauant to lha contract AddMonalty, aa noted above, the 
dtoWet did not aoala back EATa Invotvamant Inataad, EAI Itoair 
davaiopad the itratagy to prloiMza and fooua on a handful of achoola. 




Page 7,3rd 
para 


Hartford never domed EAI oonlrol of He appropriation aa tw 
contract oontomplalad. Inataad, EAI novar look thoMapadoaily 
ouHnad In the oontrael aa awoo naoeaaaiy to aaauma raaponaMKy for 
the dMrkd'a pioourocnant payrolt and oltwr flnonoial fUMHona. 




Page 7, 3rd 
para 


Hartford announoadkwoukltoiwilnato Ha ooiilraatadth EAI In 
January, notbacauaaHwaaurtoortatoadtotharHoorddiobiiburaa 
EAI, but bacauaa It oouM not oonw to agraamont wMh EAI on naar 
paymarn torma, and EAI waa unwMIng to conMnua to porfonii under the 
eniiiig oonviOL 




Page 16. 4th 
para 


Hartford doaa not have 16 paroant of Iha alate'a apoeW aduoatlon 
atudanla. Inataad, about 16 pofeam of HartlOrd'taludanIa are apacM 
aducalion aludanta. 




Page 29. 1st 
para 


Thoroworonoaaaurancaaafany kind that EATa bivoabmont would 
be robnburood. 




Page 29, 3rd 
para 


Tha Contraol dM not provMa that HartlOrd’a annual appropriation 
and grant monoywara to ba paid to EAI. Inataad, tha contract 
oontomplatod toal EAI would aaaunta laaponaMMy tor Iha Board’s 
payroll, proouramant andoartalnolhartonellont,androoalva 
raimburoainant (front 6ta school appropriation) tor paymants made on 
thadistricrabohalf. 
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Page 30, 1st 


K it inaccurate to say that EAI was never given control over 


para 


Hartford's Budget as oontempleted under the contrecL EAlnevertook 
the steps that agreed had to be taken before N ooUW aeaume 
responsibly for the Board a Enandal funedona. 


Page 30, 2nd 


EAl’t compensation waa not to be half of net Havinge.'' Aanoled 


para 


above, EAI would reoeive reimbursement of ita expenses and payment 
for its services to the extent of the dlfferenoe between spemfcig end the 
schooi appropriation and grant money. If some portion of ffte school 
appropriation and grant money remained after payment of el school 
and EAI expenses and payment for EAI services, those amounts would 
be shared between EAI, the Board and the City. 


Page 37, 3rd 


As noted above, at no Urns was Hartford unable to pay EAI In 


para 


accordance with the contract terms. Inslaad, the Board did pay EAI 
in accordance with the contract terms. Moreover, nehher opposition nor 
inability to pay EAI motivated the district to reduce Rs effort nor 
prevented EAI from impfementing the contract 


Page 38, 1st 


Kis misteaang to State that the Hartford Board reported that! was 


para 


unablo to providsasaurancoa It could repay EAI far HalnvaetmantB. 
Instead, EAI sms alwayawal aware that It had no aasurenoa that It 
would bo repaid for Ms invastmantn. Intact, toat fact that EAI was 
willing to assume this risk was a mplor Induoamant to lha Board In 

viiiQfniy Rno Um rwBwonsnip. 


Page 38, 2nd 


EAI did not In /oat with thaaxpectatten that Hartford would 


para 


relmburaoit As notad, EAI entered Into tha contract and agraod to 
make aubatentl’il invastmant without any aasuranoa that Ha Invaatmant 
would ba repud. 


Page 44, 1st 


EAI was net singly responsible for aeouring a aaro ineraase in tha 


para 


teachars' siterias The taacharis oontract ratarrad to wea tha product 
of ail Intoraa: ^iroltratlon oa'iducted by toa State Dapertmant of 
Education. Aitoough EAfs attorney aarvad on fta nagottatton team tar 
the negotietions and providad vrtuabia input, EAI naltoar acted as tha 
Board's chief negotiator or chiaf advocate for the teacher nagoMtone 
or thn arbitration that fdlowtd, and can not claim sola or avanmplor 
rasp msibiRty for the result 




63 



PsfeM 



QAO/HBHS-96-8 Private 



Appendix VI 

Commente Prom the Hartford School 
DIatrict 



counclia blanchctt 
FAoe e 



ErKtosed is a copy of the contract the Hartford Board and EAI for 

irtformation. indudino the Transition Plan (E^ 

Understandng. IwSddbehappytoprovIdeanyaddWonallnlOffnalonthMrniQhtbeof 
usistanoa to your efforts. 

Also erxdosed are all copies that ^rere made of the matartaB y^ 

Thank you for the opportunity to provide the Hartford Board of Cdkicaion's oommems. 




Stopnanle S. Ughtfoot 

President HartM Board of Education 
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■rfmif iirtrarion of "ttenniMi* would be an iittpproprktc mcmnBBt. Yet, this ii 
exactly wbit li occurrii^ when die OAO utfitei 1992 teit reiuttt ts the btidiiie for 
cwtluatiag this proffim. 

When one utiliKi the more ippropriite Maieh 1993 bteeUne, you aee that studeott 
ncdviogiteTflMeraupcogmaiidnaaiah«lBtfaepio|famtitt^ geoenlly 
outperfimnaUcoavariK»gioi 9 e,Qnim«^ I the tadqr Cdvett School 

thtf American Fedeniion of Teachm Pnridem Atom Shnte ngaedi M aa uihan 
model. In addition, the dau ckarty Indicatai that Hu d erte who cnmniBnce the 
progiam eariy in dieir acliool caieer do am batter din dioae «bo ataitad in higher 

gradce.n»Uy. when one tealiaae that a fain of *0*NCBpite from r 
leflecti a ftiU ycar'e growth amuelly, the reeuila of the e eimimirti for atudemi who 
have reoudned in their reipect i vt nkaaat groupe from March 1993 to May 1993 
have developed quite eadefectoiily, frr aU groqpa, idleeting a penpecdve that * a 
riaiog tide does in fmt raiee an boanV Becanae a varialy of reaeaicfacn betieve that 
NCB changei of +/- 3 are aignificaot, we have IdandlM a *baad of noceaa* wherein 
atudeoti have generaUy gainad a ftiU year's growth In one ym, on avenge, which for 
an urban aecting ia outatandingl 

The report fkila to note the reaiilta of the Maryland Stme Perfoimnoe Aneanmot 

Program wherein the pereentage of Bdttcmion Allanativei' mnag ed echoob for 
exceeded the overall BaUhiiore Cky echoot reeulta. Anther, one of the "model* 
acboola experiraced elgnificaBt decline while Educatioo Akenedvee' ecboola geoenlly 
improved. 

The primary oooclutkm reached in the report thm emdeoli did not perform better 
acedemicaUy it aiinply iiKoneot ai evidenced by the taedng data nached. 



to regards m dm mmte of achoole nndar BduemfonAtanadvai' mn age m e nt , the 
report itaiei the c om pm y had nfaw ecfaools ader a five year con tr ac t to actuality, 
one addhiomd achooi eubaaqiiemly wqumted patdclpmloii aa a * aaim a rt acbool* 
within tha prqieGt and two school in provmnen t leami alao raq um ied, and wan 
gramed, tovotveoMal m *coaeuiting achoob* bringtag the total nutober of idioob 
eitber nmmged hy Education Akemtivti or under a ooncultiag agreement with 
Education Altanativee to twelve. 



The report acatee on page three of dn CMCudva nmmwy that, *T1n oomptqy abo 

cfaac«ad paims fortha nine echoob by q pe n^ more on fhdUti«, 

conqmter hudwere and eoftwan. and teaching embrnma...* Wbm wwU be moat 
^iproprlam b m ladkme dn dn eongmy iblfted epaodiag from noBtoccMcdoail to 

ImCnictiontl purpoeea. to flnt, y nd tog on toe t ni ctioo loee in Bducadoo Akematlvei' 
nnaaged echoob from 47 peromi to eppro xl maieiy 61 percent; a pantra ooatnry to 
the epmdii^ patteme experieneed by the echool lyehm heelf . 
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CMinet CnctO^iM 

Pa^ four of (he naouclvt nniMty ifaM Bakknocc and Haitfofd botfi cnoeUed 
cootnctt due to bud|M coonniBii. In HMoid, hmvevw, tbe eoapeiqr oeeied 
lervicei on Januify 30, 1996, due to the fUhm of die Hutfoid School Dtetet to pey 
for tervkes tqidered In eoeoidHioe wkh the co ntr ece . The oonpaqr limed i leoer to 
the Hirtfoid Boeid of Bdocttiott dtii^ sixM e^untt bfeocfaei of the agMoeoc by 
die Bond of Bdncirten 

Biither, the Dade Comfy eontract whh Bdurarton Akemdva wai for a period of 
five yean. Ahfaough them waedhcmrien w|Mdht| the poeittle emenrioo of the 
GODifici, theca ki no InMOCksa for the to iwa e c h ooti for mianrive periodi 

beyond the five yev agremiantt. The belief la thfo the eontpaoiy ahoald be ri>le to 
deUkjp the capachy of the ecbool enployaei md ImCrii aaeeaaaiy pyaUBBilo enable 
the achool and ecl»ol eyitmi to effoedvniy and eflfiekacly dclhw aarrioea with 
miniinal. If any, fupport foUovlQg the p ifta tia hi p period. Thanfoce, the 
characierizitkmofthe DadeOounQr ooociaccaa nocbeim faneieed h aomewh a t 
misleading tinoe that wae never the jnc e minn 



Page leven of the aocecadve aommary reien to Bducedop Ahecnailvea* piapanirion of 
a school budget in Hartford diet *ellBlnnied a aobat anria l number of leadiin' jobs,* 
without qualifying the ainiirion that the Disdict baa a eommot with the APT that 
specifically deftnee t en ch ar pupQ ntfoa and itafllng ptotema which, whm applied, 
resulted in the eyatem being Iteidy naentiffinl by aaflUona of doUaia of peraonnel. 

P urth ennoce, the Board of Education hnd adopted m eviy fedraBHOl progfim to 
reduce the coat of ancploylng higher piloed tmior maployncB who the dietilct would 
not neoenertty heat to fipl^ yai foe Bonrd In foot Ittled moil of thoie poeWom 
actually taneaalng he finanrtal nbUg a tinB a rinm h would hnve to pQr for d» new 

niinnhi| ilirfr <iMt|*riMi »« tha -rimH — Mift rOOelVtd 

iocendvea to leave early. 



Page eight of the executive summary states dm teach er laeenn *oAen had a college 
degree.* The foci h that all hdena hod a college degree. 



Page twenty-five of the body of the report aiaeee dm Bduemfon AJiermcivei wai given 
broad authority in Bahimore. fat reaUcy, the conye ny never had a deq u m a oootrol to 
aisure the cfTeccive nee of the hmmcrionil tools provided to foe achooli. For 
example, etch achool was lo assure dm midemi udUad fog Compuaw Ctorknlnm 
aoftware, Suciemt Maker, fiftam nfonnaa per day In nmh and fiftnm rahmiaa per dty 
Inreedlfli. Whare dm wai aroniBpliahad, Hudcwti did weB aa evidmoad by foa 
report anached prepared by Dr. Mario Zanotti of OOC. Unfoninmely, mmy emchan 
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failed to provide this trainiog cvcd though the oompaoy provided fiill time computer 
lab nnmgen to assist the teacher, provided at least four oompulen oo a dist rib u te d 
network in each dassrooin. and provided two CCC trainers to ooech teechen through 
the proeeas. In loo many Instaooai, the only looU Bducatioo Ahenmivei had to be 
certain laqiairamis were met was the ea fli u si as m , aooourafenHoi. and atfoUng of ks 

skeperso^. None of the company's rapRaeotatives had mihorky om penoo^ 
tte school i»r persocnel lasigned to ite project who ootkiaied m be mployees of the 
BalthnoreCky PubUcSchootesidmeinberaorthDAFT. In other places, where the 
plethora of ceaourccs bad been provided teachers, the in yroveroem fat st u de nt 
perforaumce has been even more drsmatic than experieo^ in Baltiniore. 

Atfgoie mftk§ Hartford 

Page tweoty-niiw of the report does not adequately reflect the prime purpoae of the 
contT K t with Educatkm Alternatives which was lo Imptement the district's strategic 
plan. Educariooil ifoprovements were not even to be seriously me asu red axUil the 
third year of knplemeatation. 

MficdI flnfirMf 

Page tweoty’four of the report states, V.. Education Ahemstivet would not provide 
die supporting documenudon we needed.* The GAO waned to look at invoioei end 
ocher detailed supporting documenutloa for o tpeodkures that Bducmkm Alternatives 
felt was superfluous since Anbur Anderson sudlted the comptiqr't fioancisl ttatements 
for the periods under review sod ^ addkionsl obligttioo to make such priiniry 
documenu availsble to another gf^ was onerous. 

Page twemy-five of the report states that the Hartford contract did not contain 
nquiitmeim for improvii^ nudeat outcomes. While the oampafly's oompccnrioa 
wu not linked to student perfonnance. a seriet of o^ecdves and pcr fonn i noe criteria 
on which Bducatioo Alternatives wss to be evaluated, i n dudiig student pcrfoitnaaoe, 
was part of the oontacc. 

Page twemy-eight of the report states that the Hirtfocd oootract bec m ne effective July 
1994. For financlsl purposes, the contract became recroacdve to October 4, 1994, not 
Ally. 

Page folly-two of the report stated, "Education Alternatives also provided copiers and 
fax machines for these schools* with the antecedent being the five Hartford ichooU 
that received coinputer labs. In reality, all thlily-two schools received copy and 
facsimile equipnseu 



Qearty, even with the various issues noted shove, the trend lines of student 
perfonnsn ee reflect the hope and opportunity that the programe in Baltimore provided 
mideots. In Hartford, the schools were finally beginning to understand and control 
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ERLC 



THE FI»UC CfeOtlP INC. 



27SEMlPQtffi8t 

8Uli710 

•iPMi.MN 16101 
0162274774 
PAX0t2a8M402 
lnl b #p6Bt p .oom 



Mafdi20,1996 

Comriia M. BUnchotto 
A»00ci0Nf Dbftim Edoaition 
and Emplojmiint baoii 
U.S. Gaum Aceoimling OfBct 
Waddngtoiv D.C 20548 

Dear Ma. BUndiette: 



BiOiit AffniiMl 
utflAi 




Thtfik jott for providing «§ wifit tht o^ortoni^ fo tom m ut on the draft 
GAOnpOCt PHv.« ManapaiiMn* n/ BrfcitwU. 4fi 

Fnur Miool Dhtrich. EndoMdan tiw copitf ttnl to bol n Pcicr (intchimon 
o( our fimv and to Bill Grata, Chair of dw KflanaapoHa Bdwol Board. I 
apologin for Bit dtlay ia thair ratani to you. 

Our ooBunanta on tha draft art aa foUowa: 

Paga.\ Hntpaiagraph; 

Changing tha laat aantanoa of tha paragraph to road aa foOowia unmld ama 
aocuratrty charadetiaa our contract wm tha MinnaapoMa PabUe Schoola: 

*P8G haa a Hiraa^aar contract wltt tha Mt a naapo K a School DIatrict to 
provide laarfiaiiip in tha indoding a aapailnteiident and to achiava 
certain tpadik goala, audi aa laaprova ctudMta' teat aooraa and attandanoa, 
t («d reduce au^aiufom.* 

PagaA-Ph»*pa”g«»i*i 

Tha fee for tuparin tend ant aarvioaa la alao paid on a pay-for-parformanoc 
tania. Aa each, we auggaat the following chaagaa: 

Uiwa 2 1( 3: ”Undar Bw contract, PBG would rccaivf a ntonBdy fat of $5,000 
for aervlng aa anperintendeni* 



Biywd Bur$mcmp 
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Appendix VIII 

CoBunente From the MlnneepoUe School 
Dietrlet and P86 



Letter to GAO 
PM(t2 

March 20, 1996 



Lines 9>11: * Wtth th e ewee p tie n e l S ie eiipirtwlenden<!»enleay» P8G would 
on^ be peid if the district wag satisfied wife PSG*sprogieeee i Miperint MdanI 
and in meeting the contracl goals," 



aigtlZ 

In the first descriptive paragraph about die MinnenoUs DMricL chantt the 
sdiool year referenoed born 1992-93, to ISMjfi for me data ragaiding m 
ntunbat of bmilics reoeiving AFDC benefits and fiw percent of free and 
reduced lundias. The data is fits same; fits year rafaranoad aa "the latest for 
which data is available’ is inaccurate. 

In lines 4-7 of the second desaiptive paragraph, the following figures are 
tqxiatad: 

*In school year 1994-95, 38fi percent were Africui American dtildrcn, 12.1 
percent Aslan Amaricaa, 3.7 percent lOspanle Amarkan, 6.8 percant Indian 
American, end 38.6 percent white American.' 



^gel9 

We suggest you add a fiiuU sentence to the paragraph describing KPMG, 
et.al.'s involvement with EAI. 

The company's compensation is tied to operating savings it produces within 
ttw schora and school system." 

Ite The PahH«;Stratagiesr.winp fatso page 19) 

We suggest ttw following modification in lints 4-9 of ttud paiagraple 

The company fbcuses on stntogy^tteeulopaBatib-eNoanNeu-deBuiafimonV 
iifssai sf sdminiatsatteu-syelsassHedasfgpsagepesIfiMeeelaesHmd^ualfly 
IsfMssPsmsaf and sustsmee-aemdeae, sbtmafns tt alsgie K 1) Oarify purpose, 
2) Define e u eeess, 3) Improve perform an ce eontt na eus te , 4) tti^p^ school 
communitim as centers « petHcamnea, 5) Make diabm offlem accountable 
to those they ssm^ and, 6} Build a culture and the l e a ds nl ilp nec s msry to 
sustain adtteveanent couiage, trust and coOaboratton. The ccaq^’s stated 
goal is to euMuale dutekp current .» expires." 



BryMtf dttnmcr^ef 
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Appendix VIII 

ComnenU From the MUmeapoUa School 
District and PSG 



Utter to GAO 
Page3 

Match 20, 1996 



We also suggest adding the following as a final sentence: 

The company's compensation is tied to results in a "pay-for-perfonnance” 
contract." 



Pa ge final paragraph 
We suggest the following edit 

"Of the four school districts we visited, Baltimore City and Hartford were the 
only disliicls in which th e sugipany w a s t o man a ge school or district budgets 
were to flow throug h the private company.** 

Page 31. Pirat paragraph 

We suggest you delete the first full sentence on this page and substitute the 
following: 

"As superintendent, VSG Was responsible for the district's finances but within 
the District's budget and payable systems." 

Pa ge 41, m iddle paragraph 

We suggest the following dtange in the last sentence of this paragraph 
provides a more accurate descnption of the reduction in suspensions: 

The reduction in suspensions, a PSG contract goal, is a result of a change in 
how studentsHwa disciplined iunaziagedr district officials said." 



Clarify the second sentence of this paragraph by including: 

"Similarly, in the Minneapolis... did not improve, although PSG had been 
under contract fof only Aftjnonths." 
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Comneiite Frmn the llinneepolie School 
Dletrkt and PSG 



Letter to GAO 
Pege4 

Mardi20,1996 



This represents the majority of our c om men ts on the information endoaed 
within the report There are additioiial oorrcctiona writtm Into die rapoct to 
improve dw cow d attncy of dw chantea we have soggealad aboT% •> in piacaa 
where inaoeunte informtioii was repaatad. 

Finally, I would like to mate one additional aaiattioiu I believe tMar^it ia 
quite iMtcd widi regard to the benefits to achool distsieta fimn private 
management efforts. The ease of oontraet imptomeiitabdlty, new paint, 
improved fadlidea and oomputen for stiidanta are all biteretling and 
perhaps, worthy benefits for achool diatricta. However, If theae bantfili are 
not directly tied to dw principle purpoae of the ocganixadon — the teaming 
achievement of students — then tbm is no more aceoontebility fai the 
system %ridi private management or the more traditioiial meene of school 
teaderahip. In fact the really interesting queedon it not public va. 
private management, but what stiategtea are beat puxeiied in pubdc education 
today eudi that dieae ayalemf can and will be held aoeountable for achieving 
their purpoec? 

In the Minneapolis Dietrict, we believe that our wUUngncee to hold our 
company aocountabte lor die leaulta it prodacia for the dis tric t is a hey to 
building die same acoountabili^ duoughoiit the reel of the aysteaev wWi 
toachtra In their daaaroom^ with prlndpala In their achooia and wHh paienta 
and community m ambes i outside die achool day. We belifvt dile is 
impeiadvt If we expect luooeea for our students but wt do not baUevt that 
private management aomriww has a monopoly on building aysteins 
accounteHe m ocMeving dieir purpose. 

Once again, un behalf of The Public Strategies Group, 1 ward to thank you for 
the opportunity to comment on this report and again apologize for the delay 
in its return. 




Sincerely, 



Laurie Ohmann 
Vice President 
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